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REORGANIZATION PLAN NO. 3 OF 1979

(Consolidate Trade Funetions of the U.N. Gevernment)

TUESDAY, OCTOBER 16, 1979

Housk or REPRESENTATIVES,
LEGISLATION AND NATIONAL SECURITY SUBCOMMITTEE
oF THE CoMMITTEE ON (FOVERNMENT OPERATION S,
Washington, D.C.

The subcommittee met, pursuant to notice, at 9:3% a.n., in room 2154,
Rayburn House Office Building. Hon. Jack Brooks (chairman of the
subcommittee) presiding.

Present : Representatives Jack Brooks, Dante B. Fascell. Elliott H.
Levitas, Frank Horton, and Arlan Stangeland.

Also present: Representative Paul N. MeCloskey. Jr.

Stafl present: FEugene F. Peters stafl director: Cyvnthia Meadow.
professional staff member: Wilson Abney, professional staff member:
Don Stephens, professional staff member: Elmer W. Henderson. senior
counsel: Linaa Shelton, elerieal supervisor: K. Jean Grace.clerk : Joln
M. Duncan, minority stafl director: and James .. George, ninority
professional staff, Committee on Government Operations,

OPENING STATEMENT OF CHAIRMAN BROOKS

Mr. Brooks. The subcommittee will come to order.

This morning the subcommittee will consider Reorganization Plan
No. 3 of 1979 and TTouse Resolution 428, a resolution of disapproval
which T introduced in accordance with requirements of the Reorga-
nization Act of 1977. This does not indicate my personal disapproval
of the reorganization plan: rather, it is an action required to insure
that the Congress will have a full opportunity to vote on any reorga-
nization plan affecting the executive branch.

Without objection, the reorganization plan and House resolution
will be included in the record at this point.

[The material follows:]
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To the Congreas of the United States:

I transmit herewith Reorganization Plan No, 3 of 1979, to consoli-
date trade functions of the United States Government. I am acting
under the authority vested in me by the Reorganization Act of 1977,
chapter 9 of title 5 of the United States Code, and pursuant to section
1109 of the Trade Agreements Act of 1979, which direets that 1 trans-
mit to the Congress a proposal to restructure the international trade
functions of the Executive branch.

The goal of this reorganization is to improve the capacity of the
Government to strengthen the export performance of United States
industry and to assure fair international trade practices, taking into
account the interests of all elemnents of our economy.

Recent developments, which have raised concern about the vitality
of our international trade performance, have focused much attention
on the way our trade machinery is organized. These develcpments in-
clude our negative trade balance, increasing dependence upon foreign
oil, and international pressures on the dollar. New challenges, such as
implementation of the Multilateral Trade Negotiation (M"] N) agree-
ments and trade with non-market economies, will further test our
Government trade organization.

We must be prepared to apply domestically the MTN codes on pro-
curement, subsidies, standards, and customs valuation. We also must
monitor major implementation neasures abroad, reporting back to
American business on important developments and, where necessary,
raising questions internationally about foreign implementation. MTN
will work—will open new markets for U.S, labor, farmers, and busi-
ness—only if we have adequate procedures for aggressively monitor-
ing and enforcing it. We intend to meet our obligations, and we expect
others to do the same.

The trade machinery we now have cannot do this job effectively.
Although the Special Trade Representative (STR) takes the lead
role in administering the trade agreements program, many issues are
handled elsewhere and no agency has across-the-board leadership in
trade. Aside from the Trade Representative and the Export-Import
Bank, trade is not the primary concern of any Exccutive branch
agency where trade functions are located. The current arrangements
lack a central authority capable of planning a coherent trade strategy
and assuring its vigorous implementation.

This reorganization is designed to correct such deficiencies and to
prepare us for strong enforcement of the MTN codes. It aims to im-
prove our export promotion activities so that United States exporters
can take full advantage of trade opportunities in foreign markets. It
provides for the timely and efficient administration of our unfair trade
laws. It also establishes an efficient mechanism for shaping an effective,
comprehensive United States trade policy.

To achieve these objectives, I propose to place policy coordination
and negotiation—those international trade functions that most require

(1)
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comprchensiveness, influence, and Government-wide perspective—in
the Execuvtive Officc of the President. I propose to place operational
and implementation responsibilities, which are stafi-intensive, in line
departments that have the requisite resources and knowledge of the
major sectors of our economy to handle them. I have concluded that
building our trade structure on STR and Commerce, respectively, best
satisfies these considerations.

I propose to enhance STR, to be renamed the Office of the United
States Trade Representative, by centralizing in it international trade
policy development, coordination and negotiation functions. The Com-
merce Departmert will becoine the focus of non-agricultural opere-
tional trade responsibilities by adding to its existing duties those for
commercial representation sbroad, antidumping and countervailing
duty cases, the non-agricultural aspects of DFTIN implementation, na-
tional security investigations, and embargoes.

THE UNITED S8TATES TRADE REPRESENTATIVE

The Trade Representative, with the advice of the Trade Policy
Committee, will be responsible for developing and coordinating our
international trade and direct investment policy, including the fol-
lowing areas:

Import remedies—The Trade Representative will exercise policy
oversight of the application of import remedies, analyze long-term
trends in import remedy cases and recommend any necessary legisla-
tive changes. For antidumping and countervailing duty matters, suck
coordination, to the extent legally permissible, will be directed toward
the establishment of new precedents, negotiation of assurances, and
coordination with, other trade matters, rather than case-by-case fact
finding and determinations.

East-West trade policy—The Trade Representative will have lead
responsibility for East-West trade negotiations and will coordinate
East-West trade policy. The Trade Policy Committee will assume the
responsibilities of the East-West Foreign Trade Board.

International investment policy.—The Trade Representative will
have the policy lead regarding issues of direct foreign investment in
the United States, direct investinent by Americans abroad, operations
of multinational enterprises, and multilateral agreements on inter-
national investment, insofar as such issues relate to international trade.

International commodity policy—The Trade Representative will
assume responsibility for conunodity negotiations and also will co-
ordinate commodity policy.

Energy trade.—-—-{N ile the Departments of Energy and State will
continuce to share responsibility for international energy issues, the
Trade Representative will coordinate energy trade matters. The
Degartment of Energy will become a member of the TPC.

wport-expansion policy-—To cnsure a vigorous and coordinated
Government-wide export expuansion effort, policy oversight of our
export expansion activities will be the responsibility of the Trade
Representative.

he Trade Representative will have the lead role in bilateral and
multilateral trade, commodity, and direct investment negotiations.
The Trade Representative will represent the United States in General
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Agreement on Tariffs and Trade (GATT) matters. Since the GATT
will be the principal international forum for implementing and inter-
preting the M'T'N agreements and since GA'TT meetings, including
committee and working group meetings, occur almost continuously,
the Trade Representative will have a'ﬁmite(l number of permanent
staff in Geneva. In some cases, it may be necessary to assign a small
number of USTR staff abroad to assist in oversight of MTN enforce-
ment. In this event, appropriate positions will be authorized. In rec-
ognition of the responsibility of the Secretary of State regarding our
foreign policy, the activities of overseas personnel of the Trade Rep-
resentative and the Commerce Department will be fully coordinated
with other elements of our diplomatic missions,

In addition to his role with regard to GATT matters, the Trade
Representative will have the lead responsibility for trade and com-
modity matters considered in the Organization for Economic Co-
operation and Development (OECD) and the United Nations Con-
ference on Trade and Development (UNCTAD) when such matters
are the primary issues under negotiation. Because of the Secretary of
State’s foreign policy responsibilities, and the responsibilities of the
Director of the International Development Cooperation Agency as the
President’s principal advisor on development, the Trade Represent-
ative will exercise his QECD and UNCTAD responsibilities in close
cooperation with these officials.

To ensure that all trade negotiations are handled consistently and
that our negotiating leverage is employed to the maximum, the Trade
Representative will manage the negotiation of particular iszues. Where
appropriate, the Trade Representative may d@iogate responsibility for
negotiations to other agencies with expertise on the issues under con-
sideration. He will coordinate the operational aspects of negotiations
through a Trade Negotiating Committee, chaired by the Trade Rep-
resentative and including the Departments of Commerce, Siate, Treas-
ury, Agriculture and Labor.

The Trade Representative will be concerned not only with ongoing
negotiations and coordination of specific, immediate issues, but also—
very importantly—with the development of long-term United States
trade strategies and policies. He will oversee implementation of the
MTN agreements, and will advise the President on the ctfects of other
Government policies (e.g., antitrust, taxation) on U.S. trade. In order
to participate more fully in oversight of international investment and
export financing activities, the Trade Representative will become a
member of the National Advisory Council on International Monetary
and Financial Policies and the Boards of the Export-Import Bank and
the Qverseas Private Investment Corporation.

In performing these functions, the Trade Representative will act as
the principal trade spokesman of the President. To assure that our
trade policies take into account the broadest range of perspectives,
the Trade Representative will consult with the Trade Policy Cominit-
tee, whose mandate and membership will be expanded. The Trade Rep-
resentative will, as appropriate, invite agencies such as the Export-
Import Bank and the Overseas Private Investment Corporation to

articipate in TPC meetings in addition to the permanent TPC mem-
ers. When different departmental views on trade matters exist within
the TPC as will be the case from time to time in this complex policy
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area, I will expect the Trade Representative to resolve policy disagree-
ments in his best judgment, subject to appeal to the President.

THE DEPARTMENT OF COMMERCE

The Department of Commerce, under this proposal, wiil become the
focal point of operational responsibilities in tLe non-agricultural trade
area. My reorganization plan will transfer to the Commerce Depart-
ment important responsibilities for administration of countervailing
and antidumping. matters, foreign commercial representation, and
MTN implementation support. (‘onsolidating these trade functions in
the Department of Commerce builds upon an agency with extensive
trade experience. The Department will retain its operational respon-
sibilities in such areas as export controls. East-West trade, trade ad-
justment assistance to firms and communities, trade policy analysis, and
monitoring foreign compliance with trade agreements. The Depart-
ment. will be substantially reorganized to consolidate and reshape its
trade functions under an Under Secretary for International Trade.

With this reorganization. trade functions will be strengthened
within the Department of Commerce. and such related efforts in the
Depart:nent as improvement of industrial innovation and produc-
tivity, encouraging local and regional economic development, and
sectoral analysis. will be closely linked to an aggressive trade program.
Fostering the international competitiveness of American industry will
become the principal mission of the Departient of Commerce.
Import remedics

I propose to transfer to the Department of ('ominerce responsibility
for administration of the countervailing duty and antidumpirg stat-
utes. This function will be performed efliciently and effectively in an
organizaticnal setting where trade is the primary mission. This ac-
tivity will be directed by a new Assistant Secretary for Trade Admin-
istration, subject to Senate confirmation, Although the plan permits
its provisions to take effect as late as Qctober 1, 1980, I intend to make
this transfer effective by January 1, 1980, so that it will occur as the
new MTN codes take effect. Commerce will continue its supportive
role in the staffing of other unfair trade practice issues, such as cases
arising under section 301 of the Trade Act of 1974.

Commercial representation

This reorganization plan will transfer to the Department of Com-
merce responsibility for commercial representation abroad. This trans-
fer wou]g place both domestic and overseas export promotion ac-
tivities under a single organization, directed by an Assistant Secretary
for Export Development, charged with aggressively expanding U.S.
export opportunities. Placing this Foreign Commercial Service in the
Commerce Department will allow commercial officers to concentrate on
the promotion of U.S. exports as their principal activity.

Initially, the transfer of commercial representation from State to
Commerce will involve all full-time overseas trade promotion and
commercial positions (approximately 162), responsibility for this
function in the countries (approximately 60) to which these indi-
viduals are assigned, and the associated foreign national employees in
those countries. Over time, the Department of Commerce undoubtedly
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will review the depluyment of commercial officers in light of changing
trade circumstances and propose extensions or alterations of coverage
of the Foreign Commercial Service,

MTN implementation

1 am dedicated to the aggressive implementation of the Multilateral
Trade Agreements. The United States must seize the opportunities
and enforce the obligations created by these agreements, {'ml(-r this
proposal, the Department of Commerce will assign high priority to
this tusk. The Department of Commerce will be responsible for the
day-to-day implementation of non-agricultural aspects of the MTN
agreements. Management of this function will be a principal assign-
ment of an Assistant Secretary for Trade Policy and Programs,
Linplementation activities will include:

monitoring agreements and targeting problems for consultation
and negotiation;

operating a Trade Complaint Center where the private sector
can receive advice as to the recourse and remedies available;

aiding in the settlement of disputes, including stafling of formal
complaint cases;

identifying problem areas for consideration by the Trade Rep-
resentative an(! the T'rade Policy Committee

cducational and promotion programs regarding the provisions
of the agreenmients and the processes for dealing with problems
that arise;

providing American business with basic information on foreign
laws, regulations and procedures;

consultations with private sector advisory committees; and

general analvtieal support.

These responsibilities will be handled by a unit built around the
staff from Commerce that provided essential analytical support to
STR througheat the MTN negmtiacion process. Building implementa-
tion of M'I'N round this core group will assure that the government’s
institutional memory and expertise on MTN ix most effectively devoted
to the challenge ahead. When American business needs information or
encounters problems in the M'T'N area. it can turn to the Department
of Commerce for knowledgeable assistance.

Matching the inereased importance of trade in the Department’s
mission will be a much strengthened trade organization within the
Department. By creating a nuniber of new senior level po-itions in
the Department, we will ensure that trade policy implementation ve-
ceives the kind of day-to-day top management attention that it hoth
demands and requires.

With its new responsibilities and resources, the Departinent of Cloin-
merce will become a key participant in the formulation of our trade
policies. Much of the analys:s in support of trade policy formulation
will be conducted by the Department of Commerce, which will be close
to the operational aspects of the problems that raise policy issues,

To succeed in globa: competition, we must have a better understand-
ing of the problems and prospects of U.S. industry, particularly in
relation to the growing strength of industries abroad. This 1s the key
reason why we will upgrade sectoral analysis capabilities throughout
the Department of Commerce, including the creation of a new Bureau
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of Industrial Analysis. Commerce, with its ability to link trade to
policies affecting industry, is uniquely suited to serve as the principal
technical expert within the (Government on special industry sector
problems requiring international consultation, as well as to provide
industry-specific information on how tax, regulatory and other Gov-
ernment policies affect the international competitiveness of the U.S.
industries.

Commerce will also expand its traditional trade policy focus on
industrial issues to deal with the international trade and investment

roblems of our growing services sector. Under the proposal, there will
e comprehensive service industry representation in our industry ad-
visory process, as well as a continuing effort to bring services under
international discipline. I expect the (.Eommorco Department to play a
major role in developing new service sector initiatives for considera-
tion within the Government.

After an investigation lasting over a year, I have found that this
reorganization is necessary to cairy out the policy set forth in section
901 (a) of title 5 of the United States Code. As described above, this
reorganization will increase significantly our ability to implement the
MTN agreements efficiently and effectively and will improve greatly
the services of the government with regard to export development.
These improvements will be achieved with no increase in personnel
or expenditures, except for an anpual expense of about $300,000 for
the salaries and clerical support of the three additional senior Com-
merce Department officials and a non-recurring cxpense of approxi-
mately $600.000 in connection with the transfers of functions provided
in the plan, I find that the reorganization made by this plan makes nec-
essary the provisions for the appointment and pay of a Deputy Sec-
retary, an Under Secretary for International Trade, and two addi-
tional Assistant Secretaries of the Department of Commerce, and
additional members of the Boards of Directors of the Export-Import
Bank and the Overseas Private Investment Corporation.

It is indeed appropriate that this proposal follows so soon after the
overwhelming approval by the Congress of the Trade Agreements Act
of 1979, for it will sharpen and unify trade policy direction, improve
the efficiency of trade law enforcement, and enable us to negotiate
abroad from a position of strength. The extensive discussions between
Administration officials and the Congress on this plan have been a
model of the kind of cooperation that can exist between the two
branches. T look forward to our further cocperation in successfully
implementing both this reorganization proposal and the MTN
agreements.

JiMmy CARTER.
Tue Wuite Housk, September 25, 1979.
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ReorgantzaTioN Pran No. 3 or 1979

Prepared by the President and transmitied to the Senate and the
House of Representatives in Congress assembled, September 25, 1979,
géasuant to the provisions of chapter 9 of title 5 of the United States

e.

PEORGANIZATION OF FUNCTIONS RELATING TO INTERNATIONAL TRADE

Section 1. Office of the United States T'rade Representative

(a) The Office of the Special Representative for Trade Negotiations
is redesignated the Office of the United States Trade Representative.

(b) (1) The Special Representative for Trade Negotiations is re-
designated the United States Trade Representative (hereinaiter re-
ferred to as the ‘Trade Representative”). The Trade Representative
shall have primary responsibility, with the advice of the interagency
organization established under section 242 of the Trade Expansion
Act of 1962 (19 U.S.C. 1872) (hereinafter referred to as the “Com-
mittee”), for developing, and for coordinating the imp'ementation
of, United States international trade policy, including commodity
matters and, to the extent they aer related to international trade policy,
direct investment matters. The Trade Rep_esentative shall serve as
the principal advisor tao the President on international trade policy
and shall advise the President on the impact of ~ther policies of the
United States Government on international trace.

(2) The Trade Representative shall have lead rzsponsibility for the
conduct of international trade negotiations, including commodity and
direct investment negotiations in which the 17 ... =d States participates.

(3) To the extent necessary to assure the :~urdination of interna-
tional trade policy, and consistent with any other law, the Trade
Representative, with the advice of the Committee, shall issue policy
guidance to departments and agencies on basic issues of policy and
interpretation arising in the exercise of the following international
trade functions. Such guidance shall determine the policy of the
United States with respect to international trade issues arising In
the exercise of such functions:

(A) matters concerning the General Agreement on Tariffs and
Trade, including implementation of the trade agreements set forth
in scection 2(c) of the Trade Agreements Act of 1979; United
States Government positions on trade and commodity m .tters
dealt with by tie Organization for Economic Cooperation and
Development, the United Nations Conference on Trade and De-
velopment, and other multilateral organizations; and the assertion
and protection of the rights of the United States under bilateral
and maultilateral international trade and commodity agreements;
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(B) exYansion of exports from the United States;
(C) policy research on international trade, commodity, and
direct investment matters;

(D) to the extent permitted by law, overall United States
policy with regard to unfair trade practices, including enforce-
ment of countervailing duties and antidumping functions under
section 303 and title VII of the Tariff Act of 1930;

(E) bilateral trade and commodity issues, including Kast-
West trade matters; and

(F) international trade issues involving energy.

(4) All functions of the Trade Representative shall be conducted
under the direction of the President.

(¢) The Deputy Special Representatives fcr Trade Negotiations
are redesignated Deputy United States Trade Representatives.

Section 2. Department of Commerce

(2) The Secretary of Commerce (hereinafter referred to as the
“Secretary”) shall have, in addition to any other functions assigned
by law, general operational responsibility for major nonagricultural
international trade functions of the I%nited States Government,
including export development, commercial repre ~r:tation abroad,
the administration of the antidumping and countervailing duty laws,
export controls, trade adjustment assistance to firms and communities,
research and analysis, and monitoring compliance with international
trade agreements to which the United States is a party.

(b) (1) There shall be in the Department of Commerce (herein-
after referred to as the “Department”) a Deputy Seccretary appointed
by the President, by and with the advice and consent of the Senatc.
The Deputy Secretary shall receive compensation at the rate payable
for Level 11 of the Executive Schedule, and shall perform such duties
and exercise such powers as the Secretary may from time to time
prescribe, )

(2) The position of Under Secretary of Commerce established
under section 1 of the Act of June 5, 1939 (ch. 180, 53 Stat. 808; 15
U.S.C. 1502) is abolished.

(¢) There shall be in the Department an Under Secretary for
International Trade appointed by the President, by and with the
advice and consent of the Senate, The Under Secretary for Inter-
national Trade shall receive compensation at the rate payable for
Level IIT of the Executive Schedule, and shall perform snch duties
and exercise such powers as the Secretary may from time to time
prescribe. .

(d) There shall be in the Department two additional Assistant
Secretaries appointed by the President, by and with the advice and
consent. of the Senate. Each such Assistant Secretary shall receive
compensation at the rate payable for Level IV of the Executive Sched-
ule, and shall perform such duties and exercise such powers as the
Secretary may from time to time prescribe.

Section 3. Eaxport-Import Bank of the United States

The Trade Representative and the Secretary shall serve, ex officio
and without vote, as additional members of the Board of Directors
of the Export-Import Bank of the United States.

8
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Section 4. Overscas Private Investment Corporation

(a) The Trade representative shall serve, ex officio, as an additional
voting member of the Board of Directors of the Overseas Private
Investment Corporation. The Trade Representative shall be the Vice
Chair of such Board.

(b) There shall be an additional member of the Board of Direc-
tors of the Overseas Private Invesiment Corporation who shall be
appointed by the President of the United States, by and with the
advice and consent of the Senate, and who shall not be an official or
employee of the Government of the United States. Such Director
shall be appointed for a term of no more than three years.

Section 5. T'ransfer of Functions

(a8) (1) There are transferred to the Secretary all functions of the
Secretary of the Treasury, the General Counsel of the Department of
the Treasury, or the Department of the Treasury pursuant to the
following:

) section 305(b) of the Trade Agreements Act of 1979 (19
U.S.C. 2515(b) ), to be exercised in consultation with the Secretary
of the Treasury;

é B)) section 232 of the Trade Expansion Act of 1962 (19 U.S.C.

1862) ;
(C) section 303 and title VII (including section 771(1)) of the
Tarift Act of 1930 (19 U.S.C. 1303, 1671 et seq.), except that the
Customs Service of the Department of the Treasury shall accept
such. deposits, bonds, or other security as deemed appropriate by
the Secretary, shall assess and collect such duties as may be di-
rected by the Secretary, and shall furnish such of its important
records or copies thereof as may be requested by the Secretary inci-
dent to the functions transferred by this subparagraph;

(D) sections 514, 515, and 516 of the Tariff Act of 1930 (19
U.S.C. 1514, 1515, and 1516) insofar as they relate to any protest,

tition, or notice of desire to contest described in section 1002

b) (1) of the Trade Agreements Act of 1979;
) with respect to the functions transferred by subparagraph
(C) of this paragraph, section 318 of the Tariff Act of 1930 (19
U.S.C. 1318), to be exercised in consultation with the Secretary of
the Treasury;

F) with respect to the functions transferred by subparagraph
(C) of this paragraph, section 502(b) of the Tariff Act of 1930
(19 U.S.C. 1502(b) ), and, insofar as it provides authority to issue
lations and disseminate information, to be exercised in con-
sultation with the Secretary of the Treasury to the extent that the
Secretary of the Treasury has responsibility under subparagraph

(C), section 502(a) of such Act (19 U.S.C. 1502(a) ) ;

G) with respect to the functions transferred by subparagraph
(C) of this pamgrnph, section 617 of the Tariff Act of 1930 (19
U.S.C. 1617) ; an

(H) section 2632(e) of title 28 of the United States Code, in-
sofar as it relates to actions taken by the Secretary reviewable
under section 516A of the Tariff Act o¥ 1930 (198 U.S.C. 1516(a)).

(2) The Secretary shall consult with the Trade Representative reg-

ularly in exercising the functions transferred by subparagraph (C) of

9
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aragraph (1) of this subsection, and shall consult with the Trade
aepresentative regarding any substantive regulation proposed to be
issued to enforce such functions.

(b) (1) There are transferred to the Secretary all trade promotion
and commercial functions of the Secretary of State or the Depart-
ment of State that are—

(A) performed in full-time overseas trade promotion and com-
mercial positions; or

(B) performed in such countrics as the President may from
time to time prescribe. )

(2) To carry out the functions transferred by paragraph (1) of this
subsection, the President, to the extent he deeins it necessary, may
authorize the Secretary to utilize Foreign Service personnel authori-
ties and to exercise the functions vesteﬂn the Secretary of State by
the Foreign Service Act of 1946 (22 U.S.C. 801 ef seq.) and by any
other laws with respect to personnel performing such functions.

(c) There are transferred to the President all functions of the East-
West Foreign Trade Board under section 411(c) of the Trade Act
of 1974 (19 U.S.C. 2441(c)).

(d) Appropriations available to the Department of State for Fiscal
Year 1980 for representation of the United States concerning matters
arising under the General Agreement on Tariffs and Trade and trade
and commodity matters dealt with under the auspices of the United
Nations Conference on Trade and Development are transferred to the
Trade Representative.

(e) There are transferred to the interagency organization estab-
lished under section 242 of the Trade Expansion Act of 1962 (19 U.S.C.
1872) all functions of the East-West Foreign Trade Board under sec-
tio(r{n z}g)l)(a) and (b) of the Trade Act of 1974 (19 U.S.C. 2441 (a)
an .

Section 6. Abolition

The East-West Foreign Trade Board established under section 411
of the Trade Act of 1974 (19 U.S.C. 2441) is abolished.

Section 7. Responsibility of the Secretary ¢ Siate
Nothing in this recrganization plan is intended to derogate from
the responsibility of the Secretary of State for advising the President

on foreign policy matter:, including the foreign policy aspects of in-
ternational trade and trzde-related matters,

Section 8. I'ncidentc ! trinsfers; interim officers

(a) So much of tin. “ersonnel, property, records, and unexpended
balances of approp:iations, allocations, and other funds employed,
used, held, available, or to be made available in connection with the
functions transferred under this reorganization plan as the Director
of the Office of Management and Budget shall determine shall be trans-
ferred to the appropriate agency, organization, or component at such
time or times as such Director shall provide, except that no such un-
expended balances transferred shall be used for purposes other than
those for which the appropriation originally w.: made. The Director
of the Office of Management and Budget shall provide for terminat-
ing the affairs of any agency abolished herein and for such further
measures and dispositions as such Director deems necessary to effec-
tuate the purposes of the reorganization plan.

10
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(b) Pending the assumption of office by the initial officers provided
for in section 2 of this reorganization plan, the functions o f each such
office may be performed, for up to a total of 60 dai's, by such individ-
uals as the President may designate. Any individual so designated shall
be compensated at the rate provided herein for such position.

Section 9. E'ffective date

‘The provisions of this reorganization plan shall take effect October 1,
1980, or at such earlier time or times as the President shall specify,
but not sooner than the earliest time allowable under section 906 of
title 5 of the United States Code.

1
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To disapprove Reorganization Plan Numbered 3 transmitted by the President on
September 25, 1979.

IN THE HOUSE OF REPRESENTATIVES

SEPTEMBER 26, 1979

Mr. BROOKS (by request) submitted the following resolution; which was referred
to the Committee on Government Operations

RESOLUTION

To disapprove Reorganization Plan Numbered 3 transmitted by
the President on September 25, 1979.

1 Resolved, That the House of Representatives does not
2 favor the Reorganization Plan Numbered 3 transmitted to

3 the Congress by the President on September 25, 1979.



16

Mr. Brooxs. Plan No. 3 carries out a provision of the recently en-
acted multilateral trade legislation by transferring to the Department
of Commerce certain trade functions currently under the jurisdiction
of the Department of State and Department of the Treasury. In addi-
tion, it increases the duties assigned to the Office of the Special Trade
Representative by making the Trade Representative responsible for
U.S. trade negotiations, coordinator of U.S. trade policy, and chief
adviser to the President on trade matters.

The plan also adds an additional, voting, non-Government affiliated
member to the Board of Directors of the QOverseas Private Investment
Corporation and designates the Trade Representative a voting, ex
officio member of that Board as well as its Vice Chairman. Both the
Trade Representative and the Secretary of Commerce will sit on the
Bourd of the Export-Import Bank, ex officio and without vote.

I understand the President intends to issue an Executive order to
further clarify the duties and responsibilities of the Office of T.S.
Trade Representative.

Mr. Horton, the gentleman from New York.

Mr. Horrox. Thank you. Mr. Chairman.

This trade reorganization proposal now before us could well be the
most important plan we will have looked at since the President started
sending up these plans in 1977. T say this for two reasons. First. there
is no question that the trade functions of ovr Government must be
reorganized into a more rational structure. Approximately one dozen
departments and agencies in the Federal Government are currently
responsible for some aspect of the formulation and implementation of
U.8. foreign trade policy.

Second. equally. or perhaps even more important, is the fact that
while foreign trade is vitallv important to cur economy, it is unfor-
tunatelv shrinking. Some of the statistics point this out.

In 1968, the United States had a trade surplus of $1 billion; in 1978,
our trade deficit was approximately $28.5 billion. Tn 1960. the United
States had a 20-percent share of the world export market ; in 1978, that
share had shrunk to just 14 percent. In 1968, the value of U.S. exports
was twice that of Japan and slightlv greater than West Germany’s.
In 1978, Javan’s exports exceeded U.S. exports. and Germany exports
were almost. 25 percent greater than those of the United States, In 1978,
U.S. imports of o0il alone totaled $54 billion. By 1990, experts estimate
that, in current dollars. the U.S. oil bill will reach approximately $178
!)il(}ion. meaning that our trade balance will worsen unless something
isdone,

Finallv, the Congressional Budeet Office has estimated that for every
billion dollars worth of exports. 40,000 to 50.000 additional American
jobs are created.

And T could go on and on. Trade. in short. is verv important to this
country.

Since there is no question of the need for reorganization from both
an organizational and substantive viewpoint, the question is. does
this plan before us meet all the desired goals? Tn some respects, T
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think that the answer is “yes.” There seems little question that trade
18 given a higher profile from this proposal. The Office of Special
Trade Representative is strengthened with little doubt left that he
is the man in charge of trade. He seems to have clear authority for all
important trade negotiations. and more important, he is in charge
of trade coordination. With the creation of a new Under Secretary
of Commerce and two new Assistant Secretaries for Trade Matters,
there is no question that trade will also be given a higher profile within
the Department of Commerce. These are, in my opinion. positive
steps.

On the other hand. there are some problems with the proposal.
The main criticism of this plan is that it splits policy from imple-
mentation with the former in STR and the latter in the Department
of Commerce. Then, from a substantive viewpoint, there is nothing
in the plan. per se, that will enhance foreign trade export policy.
There is the potential that with a new Assistant Secretary of Com-
merce for Export Development and the commercial attachés being
transferred to Commerce, that export promotion will be enhanced,
but this is something that must be carefully monitored.

Therefore, when vou add both the “pluses” and “minuses” of the
plan before us. T think vou have to conclude that it is a positive step,
but it is only a first step.

I look forward to hearing from our witnesses this morning and hope
that any fears T have will be allayed.

We are fortunate, T think. that the new STR office will be headed
by Governor Askew who is preceded by an excellent and outstand-
ing reputation. Unfortunately. we are losing our very competent Sec-
retarv of Commerce who T understand has spent quite a lot of time
on this proposal. And, of course, T do welcome our friend, OMB Di-
rector Jim McIntyre whom we have seen many times on these various
proposals.

Mr. Chairman. T am glad to see that the Office of OMB is well rep-
resented here this morning.

Mr. Brooks. Thank you, Congress:nan Horton ; we appreciate that.

Our first witness is the Director »f the Office of Management and
Budget, James McIntyre, Jr., well known to the subcommittee. He
has testified here on several occasions in the past in hearings, includ-
ing background hearings on trade reorganization held in August.
He is a native of Georgia. As a lawyer, he served in various legal
capacities in Georgia for the UTniversity of (Georgia, the Georgia
Municipal Association, and for the State of Georgia. He has been
Director of the OMB for 2 years.

We are delighted to see you back down here, Mr. McIntyre.

Accompanving Mr. McIntyre is Eric Hirschhorn, a former staff
member of this committee, an able and competent man; and a very
distinguished gentleman, Harrison Wellford, who has a broad back-
ground in government, economics, bisiness, and politics.

We are delighted to see yon again.
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STATEMENT OF JAMES T. McINTYRE, JR., DIRECTOR, OFFICE OF
MANAGEMENT AND BUDGET; ACCOMPANRIED BY HARRISON
WELLFORD, EXECUTIVE ASSOCIATE DIRECTOR FOR REORGANI-
ZATION AND MANAGEMENT; AND ERIC HIRSCHHORN, DEPVTY
ASSOCIATE DIRECTOR FOR INTERNATIONAL AFFAIRS AND
TRADE ORGANIZATION

Mr. McInTYRE. Thank you, Mr. Chairman.

It isa pleasure to appear before you today to discuss che President’s
proposal for reorganization of our international trade functions.

I have a len%thy statemnent that I would like to submit for the
record, so that I may confine my remarks to some highlights in that
statement.

Mr. Brooks. Without objection, your full statement will appear in
the record at this point.

[ Mr. McIntyre's prepared statement follows :]
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|11ty
ot EXECUTIVE OFFICE OF THE PRESIDENT
¥ I ‘/ OFFICE OF MANAGEMENT AND BUDGET
n?;\’“,-é‘ WASHINGTON, D.C. 20503

FOR RELEASE ON DELIVERY
Expected at 9:30 a.m.
Tuesday, October 16, 1979

STATEMENT OF
JAMES T. MCINTYRE, JR., DIRECTOR
OFFICE OF MANAGEMENT AND BUDGET
BEFORE THE
SUBCOMMITTEE ON LEGISLATION AND NATIONAL SECURITY
U.S. HOUSE OF REPRESENTATIVES

Mr. Chairman and Members of the Subcommittee:

I am pleased to appear before you today to discuss the
President's proposal for reorganization of our internatiunal
trade functions. I want to emphasize at the outset that
although the formal proposal has been transmitted to the
Congress by the President, its final form was arrived at
after extensive consultations with Members of the House and
the Senate. The constructive suggestions of such Members as
Chairman Brooks, Gillis Long, Charles Vanik, Jim Jones, and
Bill Frenzel played a large part in shaping the reorganiza-

tion plan that you are considering today.
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Recent events --including our negative trade balance,
increasing dependeice on foreign oil, and thc resulting
pressure on the dollar -- have focused much attention on the
vitality of our international trade position and on the way
our trade machinery is organized. New challenges, such as
MTN implementation and trade with state economies, will

further test our Government organization.

The primary goal of this reorganization is to improve
the Government's capacity to strengthen the export per-
formance and import competitiveness of U.S. industry, taking
into account the interests of all elements of our economy.
Accordingly, this reorganization is designed to prepare the
Federal Government for aggressive enforcement of the MTN
codes, which potentially open new markets for U.S. labor,
farmers and business. It aims to improve our export promotion
activities so that U.S. exporters can better take advantage
of trade opportunities and challenges in foreign markets.
And it provides an effective mechanism for shaping the
disparate, legitimate views of numerous Execut.ve branch

agencies into an effective, comprehensive U.S. trade policy.
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We in the !xcéutive branch have done a great deal of work
on the question of wiat organization would best promote
.his country's trade objectives. We have chosen to place
pulicy coordination and negotiation -- those aspects of the
trade function thai most require comprehensiveness, clout
and Government-wide perspective -- in the Executive Office of
the President. We have decided to locate operational and
implementation responsibilities, which are staff-intensive,
in line departments that have requisite resources, as well as
knowledge of and ties to major industrial, agricultural,
and service sectors of our economy. In doing so, we have
chosen deliberately to build on the strengths of existing
institutions rather than create a separate new trade. bur-~

eaucracy.

The Administration reorganization proposal was shaped

by the following considerations:

First, our trade structure must take into account the
intimate relationship between our trade position and a
multitude of domestic policies that affect industry com-
petitiveness. Domestic economic policy, economic develop-

ment initiatives, energy policy , prodiuctivity and innovation
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problems, and regulatory programs all affect our trade posture
and must be analyzed from that perspective. The isclation of
trade policy and programs from these domestic considerations
has been a significant problem in the past. As a re?ult of
internal reorganization, the Department of Commerce will have
an enhanced industry and service sector analysis capability

and will take the lead role in establishii7 a linkage to trade

policy and promotion.

Second, organizational arrangements must reflect that
trade is a legitimate concern of agencies that have primary
responsibiiity for other, sometimes competing, national
policies and objectives. Trade is a critical component of
our diplomatic relations with foreign countries, necessitating
the State Department’'e constant attention and involvement.
Trade and international monetary matters are intimately linked;
th;refore, continued Treasury Department presence on the
trade scene will be required. USDA's involvement in trade de-
liberations flows from agriculture's major importance in U.S.
trade patterns, and the impact of trade on employment in the
U.S. requires careful Labor Department attention to trade
matters. The U.S. Government mechanism for trade policy
formulation must accommodate these valid interests. Our goal
is not ro eliminate these differing perspectives, but to
provide a means of shaping them, in a timely and definitive

manner, into a coherent and balanced national trade pelicy.
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Third, these legitimate multiple interests require a
neutral broker, located in the Executive Office of the
President. It is difficult, if not impossible, for a cabinet
department (to say nothing of a subcabinet agency) to direct
its sister agencies because of (1) its relatively equal status
and (2) the percaption that it would represent or favor a
particular constituency, at the expense of a national or
Government-wide perspective. We must have one actor with the
responsibility, location, and institutional capability to
resolve trade policy issues.

Finally we believe that operational functions are best
handled outside the Executive Office by those departments that
have necessary technical resources and that deal on a day~to-
day basis with the relevant sectors of the economy.

The President has concluded that building our trade
structure on STR and Commerce best satisfies these con-
siderations.

STR is a unit that has proven itself in the policy and
negotiating arenas and has won the confidence of a substantial
majority of the private sector. 1In the recent MTN negotiations,
STR was able to develop a negotiating package that represented
a broad congensus of national interests. STR's location
within the Executive Office and its ready access to the
President enabled it to arbitrate effectively among many

agencies and constituencies and their often conflicting



interests. This Office be¢nefited also from the recognition
abroad that STR spoke for the President. 1Its small, tight
organizational structure enabled it to operate efficiently
and effectively, tapping agency expertise when needed and
not duplicating resources existing elsewhere. These ara
qualities we must preserve and build on to upgrade our
trade apparatus.

Commerce is a department that has significant experience
in trade maiters, including policy development, regulation,
promotion, and implementation of trade agreements. Commerce
contributed importantly to the staff support for our MTN
effort. Approximately 40 Commerce personnel worked full time
on all aspects of the MTN and were crucial to the negotiations.
Commerce's work was highly praised by Ambassador Robert Strauss.
It is this staff that will form the core of the unit in Commerce
responsible for MTN implementation support.

Commerce already helps staff Section 301 unfair trade
practice cases, another area where the department has a
proven record of effective cooperation with STR. It has both
import and export administration experience and is an agency
for which trade is a major concern. Commerce also offers the
advantage of an already-established network of broad
business contacts and domestic field offices. Moct important,
Commerce activities in the areas of sec:-ral analysis, economic

development, productivity improvement, and industrial
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innovation give us the ability to link international trade
programs with other efforts that have a direct bearing on the
competitiveness of our domestic industries. In the final
analysis,we cannot have effective trade programs or improve
our trade posture in the long run if we do not have a solid
understaviing of the strengths and weaknesses of our
domestic economic base.

OTHER REORGANIZATION PROPOSALS

ITn formulat_n: our proposal, we gave close attention to
the various Congressional propcsals. Indeed, our approach

includes many aspects of these proposals:

it strengthens STR through additional resources and
responsibilities;

it expands the policy mandate of STR and the STR-
chaired Trade Policy Committee;

it centralizes negotiating authority in USTR and
establishes USTR as the primary representative of the
U.S. in international negotiations;

it unifies and strengthens export development efforts
by linking commercial officers overseas with Commerce's
export expansion programs and domestic field offices:
it consolidates import administration in a department
that has trade as its primary concern; and

it establishes an authoritative voice that can mold
the various perspectives of the Executive branch into

a coherent national trade policy.
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In addition, our approach avoids several major problems
of proposals to create a separate trade department or
agency. Creation of a separate trade department would
isolate trade from programs in Commerce that can have a major
positive bearing on American industry's trade competitiveness.
Placement of countervailing duty (CVD) and antidumping
functions in STR ~-- whether inside or outside the Executive
Office of the President -- creates several problems. The
management load involved with these programs is immense and
will grow. Placing this responsibility with STR is likely to
divert its attention from the policy coordinator and neutral
bruker roles that most outside constituencies have urged us
to protect. Adding to STR the sizable staff necessary to
carry out this one responsibility will unbalance STR and risk
the effectiveness of the lean and efficient STR operation we
have today. In addition, combining lead negotiating responsi-
bility with enforcement could create the appearance that CVD
ard antidumping cases would be matters for negctiation racher
than enforcement. Finally, a trade agency outside the Executive
Office -- with or without CVD and antidumping responsibility --
probably would not have sufficient clout to act as an authorita-

tive policy coordinator vis-a-vis the involved departments and

agencias.



OVERVIEW OF THE PRESIDENT'S REORGANIZATION PLAN

The reorganization plan now before the Congress has
two basic facets.

First, it enhances STR, to be renamed the United States
Trade Representative, by centralizing in it U.S. foreign
trade policy development, coordination, and negotiation
functions. The mandate of thes Trade Representative and
the interagency Trade Policy Committee that advises him
will be broadened to include a wide range of new and
existing trade policy coordination functions.

Secondly, it makes the Department of Commerce the focus
of operational respongibilities for non-agricultural trads,
adding to its existing export promotion duties those of
commercial representation abroad, antidumping and counter-
vailing duty cases, the non-agricultural aspects of MTN
implementation, national security investigaticns, and
embargoes. Complementary action by Commerce to strengthen
its industry and service sectoral analysis capabilities
will further enhance that agency's contribution to our

+rade expansion efforts.

UNITED STATES TRADE REPRESENTATIVE: POLICY DEVELOPMENT AND
COORDINATION

The Trade Representative, with the advice of the Trade

Policy Committee, will be responsible for developing and
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coordinating United States international trade policy, including
commodity matters and,insofar as they are related to inter-
aational trade policy, direct investment matters. Under the
President's plan, the aathority of “he Trade Representative

and the Trade Policy Committee (TPC) will be substantially
broadened to include consideration of the following areas:

International agreements. The Trade Representative wiii

provide policy guidance on U.S. implementation of the MTN
agreements, as well as U.S. participation in the General
Agreement on Tariffs and Trade (GATT). He also will provide
policy guidance on U.S. positions on trade and commodity
matters coming before the United Naticns Conference on Trade
and Develcpment (UNCTAD) and the Organization for Economic
Cooperation and Development (OECD), and generally with regard
to asserting and protecting the rights of the United States
under bilateral and multilateral international trade and

commodity agreements.

Import remedies. The Trade Representative will exercise

policy oversight of the application of import remedies,
review long-t:rm trends in import remedy cases, and recommend
appropriate leq iative changes. Rather than centering on
case-by-case factfinding and determinations, the Trade
Representative’s coordination of antidumping and countervail-
ing duty matters will be directed toward establishing new

precedents, negotiating®ssurances, and coordinating with

other trade concerns.



East-West trade policy. The Trade Representative will

coordinate overall East-West trade policy. The functions
of the East-West Foreign Trade Board will be transferred to
the Trade Policy Committee, and the Board will be abolished.
International direct investment policy. To the extent
that they relate to international trade, the Trade Represen-
tative -ill have the lead responsibility for international
direct investment policy issues. These will include matters
relating to direct investment by Americans abroad, operations
of multinational enterprises, multilateral agreements on
international direct investment, and direct foreign investaent

in the United States.

International commodity policy. The Trade Representative

will coordinate U.S. Governaent commodity policies in the
international arena. These responsibilities now reside with
the Department of State, which shares them on agricultural

commodities with the Department of Agriculture,

Enerqgy trade. While the Departments of Energy and
State will continue to share responsibility for international

energy issues, trade-related energy matters will be coordinated



by the Trade Representative. To facilitate this coordination,

the Department of Energy will become a menber of the Trade
Policy Comnmittee.

Export expansion policy. To ensure that our export

expansion efforts, including the reduction of disincentives

to export, are pursued vigorously and coordinated Government~
wide, the Trade Representative will have policy oversight

of U.S. export expansion activities. The Trade Representative
will become the Vice Chair and a voting member of the Board

of the Overseas Private Investment Corporation, and a
non-voting Director of the Board of the Export-Import Bank

of the United States.

TRADE NEGOTIATIONS

In addition to the “veas of policy respunsibility that
I have just outlined, the Trade Representative, acting with
the advice of the Trade Policy Committee, will have the lead
U.S. Government responsibility for trade negotiations. 1In
fact, his authority in this area will be substantially
broadened to include both bila:eral and multilateral trade
(including East-West trade), commodity, and direct invest-
ment negotiations.

The Trade Representative will represent the tnited

States in the GATT, the principal international forum for

§7-408 O -~ 80 - 3
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implementing and interpreting the MTN agreements. To handle
GATT committee and working group meetings, which occur

almost continuously, the Trade Representative will maintain

a smali permanent staff in Geneva. Any overseas activities

of USTR personnel will be fully coordinated with other elements

of our diplomatic missions.

Tn addition to his role in GATT affairs, the Trade
Representative will take the lead on trade and commodity
issues before OECD and UNCTAD when they are the primary
issues under negotiation. Because of their important
roles in these areas, the Trade Representative will work
closely with both the Department of State and the Inter-
naticnal Development Cooperation Agency on any trade and
~¢ modity matters that come before UNCTAC and the OECD.

Although tlLe Trade Representa':ive will be charged with
the overall management of trade necotiations, he will draw
heavily on other U.S. Government agencias with relevant
expertise and will delegate his responsibility
to such agencies in many instances. Operational aspects
of the negotiations will be coordinated through a Trade

Negotiating Committee, which the Trade Represeatative will
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chair and which will include representatives of the Departments
of Commerce, State, Treasury, Agriculture, and Labor.

The Trade Representative will be concerned not only with
ongoing trade negotiations and the coordination of trade
policies to deal with specific issues, but also wich the
development of U.S. trade strategies and policies for the
longer term.. He will seek to crystallize policy issues and
will concentrate the attention of Government agencies on those
issues likely to have a major effect on the future U.S.
trade posture. He will provide policy guidan~e on the
implementation ¢f the MTN agreements. The Trade Representa-
tive and the TPC will raise policy issues relating the
effects of sconomic, energy, foreign and other policies on
U.S. trade and will seek the most advantageous rramework
for the expansion of U.S. exports and a strengthened

ability to compete against imports.

To assist him in performing this important function,
the Trade Representative will consult with and draw upon
the broad perspectives represented by the membership of
the Trade Policy Committee. The TPC, as I have mentiocned,
will serve as the principal al.isory body to the Trade
Representative. As in the past, the Trade Representative

will request and consider the advice of the TPC membership,



and will seek agreement on specific issues among member
agencies. Undoubtedly,complex policy issues will arise

on which it is impossible to reach a consensus. In such
instances the Trade Representative will be called upon to
exercise his best judgment in resolving the controversy,
subject of course to appeal to the President. This process
worked well in the MTN negotiations, for example, and we

expect it to continue to do so.

The USTR will have adequate resources to carry out his new
responsibilities. I expect that in the next few weeks, the Presi-
dent will ask the Congress for prompt consideration of a supple-
mental funding request for 1980 to enable the USTR to perform at

peak efficiency from the time the plan takes effect.

DEPARTMENT OF COMMERCE: OPERATIONAL FOCUS

The second major facet of the President's reorganization
plan will make the Department of Commerce the operational
focus for the administration of laws and programs affecting
non-agricultural imports and exports. The plan will
transfer to Commerce important new responsibilities for
administration of countervailing and antidumping duty
programs, foreign commercial representation, and MTN
implementation.

In so doing, the President's plan assigns these functions
to an agency with extensive experience in\administering

exist .g trade oparations. The Department's new funqtions
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will join its current responsibilities for export promotion,
export controls, East-West trade, trade adjustment assistance,
trade policy analysis, and monitoringy foreign compliance with
trade agreements. With the addition of the new responsibili-
ties, the variouns trade and trade-related functions of the
Derartment of Commerce will be substantially reorganized and
will be brought together under a new Under Secretary for
International Trade. Related departmental activities in

the areas of sectoral analysis, improvement of industrial
innovation and productivity, and encouragement uf local and
regional economic development will be linked closely to an
aggressive trade program. Fostering the international com-
petitiveness of American industry will become a principal

mission of the Department of Commerce.

Import remedies. The plan transfers to the Department
of Commerce responsibility for administration of the
countervailing duty and antidumping statutes. A new
Assistant Secretary for Trade Administration will administer
these programs.

The administration of countervailing duty and anti-
dumping cases has been criticized for delays and for
lack of coordination with other trade policies. Assigning
these functions to Commerce, which has trade as its primary
mission, will afford them a high priority and enable them

to be nerformed efficiently and effectively. The
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Trade Representative will have the lead role in negotia-
tions in this area, but Commerce will retain the legal
authority to accept assurances on the basis of which invest-

igations may be terminated.

Commercial representation. A recent GAO report on

U.8=Japan trade concluded that "a lack of American export
consciousness® is one cause of the trade imbalance between
the two nations. A 1977 report of the full Government Opera-
tions Committee criticized the friction between Commerce
and State over commercial representation responsibilities
abroad and concluded that until it was alleviated, "export
promotion efforts will continue to be inefficient and in-
effective.”

The President's plan addresses both of these prob-
lems by transferring to the Department of Commerce respon-
sibility for commercial representation abroad. Both
domest .c and overseas export promotion activities will thus
be brought under the umbrella of a single organization,
headed by a new Assistant Secretary for Trade Development
and charged with aggressively expanding U.S. exports.
Communication between commercial officers abroad, who
identify export opportunities, and the domestic field
offices, which bring them to the attention of U.S. firms,
will be enhanced conséiderably. Placing the Foreign
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Commercial Service in ths Department cf Commerce will enable
commercial officers to devote full attention to promoting
U.S. exports and providing direct assistance to U.S. firms
selling abroad.

Creation of a Foreign Commercial Service in the
Department of Commerce will initially involve the transfer
from State to Commerce of all full-time American trade
promotion and commercial positions overseas, as well as

the associated positions held by foreign national employees.
Approximately 162 Americans now occupy these positions and

are stationed in over 60 countries throughout the world.
Over time, the Department of Commerce undoubtedly will
review the deployment of commerical officers in light of
changing trade circumstances and propose extensions or
alterations of coverage of the Poreign Commercial Service,
MTN implementation. One of the most important
functions of the Department of Commerce will be the
responsibility for implementation support of non-agricultural
aspects of the MTN agreements. The President, as he made
clear in his message transmitting this reorganization plan,
is dedicated to the aggressive implementation of the
Multilateral Trade Agreements and to ensuring that the
United States seizes its opportunities and enforces its
obligations. The Department of Commerce will assign a

high priority to this task and will make it a principal



assignment of a new Assistant Secretary for International
Economic Policy.

The Assistant Secretary and his staff will pursue
these new obligations through the implementation of a
variety of programs. They will --

o monitor agreements and target problems for

consultation and negotiation;

o operate a Trade Information and Complaint Center

where the private sector can request trade informa-
tion and receive advice as to the recourse and

remedies available;

o aid in the settiement of disputes and staff
formal complaint cases;

© identify problem areas for consideration by
the Tradc representative and the TPC;

o conduct educational and promotional programs
on the provisions of the agreements and the
processes for dealing with problems that arise:

o provide American business with basic information
on foreign trade laws, regulations, and procedures;

o consult with private sector advisory committees;
and

0 provide general analytical support.

The Commerce personnel who provided STR with detailed

analytical support through the MTN negotiations will form

the core of the unit that will handle these new responsibilities.
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Relying on this experienced group will ensure that the
Governnent's institutional memory and erxpertise on MTN
issues will be utilized fully in implementing the programs
that convey the opportunities and challenges of MTN to
the U.S8. business community.

Finally, to help ensure that export financing

policy ies consistent with export promotion policy (and

trade policy generally), the Secretary of Commerce
will be made a non-voting Director of the Export-lmport Bank,
our principal export financing agency.

Each of these new responsibilities is an important one
and, with them, the Department of Commerce will play a
principal role in trade policy development. They would
nevertheless be incomplete without a simultaneous improvement
in our understanding of the problems and prospects of U.S.
industry, especially in relation to the growing strength of
our competitiorn abroad. The Department of Commerce is
planning a number of internal organizational changes,
including an upgrading of its ability to analyze the
industrial and service sectors, that should enable it not
only to improve its analysis of problens in these sectors,
but also to lend important support to the performance of

its new trade responsibilities.



CONCLUSION

The reorganization plan that the President has
proposed can only partly address our country's foreign
trade problems. Since our organizational structure is
not the primary cause of these problems, restructuring
our trade organization will not alone reduce our trade
deficit or improve the competitive position of American

industry.

I believe, however, that the plan is an important first
step, and that its contribution will be significant. It
will provide us with unified policy direction; improve the
application of our trade laws; focus attentina on major
problem areas; enable the United States to negotiate with
foreign governments from a position ¢° ‘' _rength; and provide
a strcng institutional base for the new trude order created
by the MTN agreements.

Mr. Chairman. a major strength of this proposal is the
clnse cooperation between the Congress and the Executive
branch that has accompanied its development. We look for-
ward tc¢ continuing to work closely with you and your

éolleaquea as we move toward its implementatior.



Mr. McINTYRE. Mr. Chairman, let me start off by saying that this is
not a perfect plan, but it is a plan that has been derive({;nrgm extensive
consultations with Members of the House and the Senate and the vari-
ous executive branch agencies and departments that would be affected
by it as well as by those interests—Dbusiness, industry, and labor—that
have a stake in the way our trade functions operate in this country.

It does represent a significant step forward in strengthening our in-
ternational trade posture. The constructive suggestions of such Mem-
bers of the House as Chairman Brooks, Congressmen Gillis Long,
Charles Vanik, Jim Jones, and Bill Frenzel played a large part in
shaping the reorganization plan that you are considering today.

Many recent events, some of which have been cited by Mr. Horton,
have focused much attention on the vitality of our international trade
position and on the way our trade machinery is organized.

New challenges, such as MTN—multilateral trade negotiations—
implementation and trade with State economies, will further test our
(Government organization.

The primary goal of this reorganization is to improve the Govern-
ment’s capacity to strengthen the export performance and import
competitiveness of 17.S. industry, taking into account the interests of
all elements of our economy.

We have chosen to place policy coordination and negotiation,
those aspucts of the trade function that most require comprehensive-
ness, clout, and Government-wide perspective, in the Executive Office
of the President. We have decided to locate operational and implemen-
tational responsibilities, which are staff intensive, in line departments
that have requisite resources as well ag knowledge of and ties to major
industrial, agricultural, and service sectors of our economy. In doing
<0, we have chosen deliberately to build on the strengths of existing
institutions rather than create a separate, new trade bureaucracy.

The administration reorganization proposal was shaped by the fol-
lowing considerations:

First, our trade structure must take into account the intimate rela-
tionship between our trade position and a multitude of domestic poli-
cies that affect industry competitiveness.

Second, nrganizational arrangements must reflect that trade is a
legitimate concern of agencies that have primary responsibility for
other, sometimes competing, national policies and objectives. Our goal
is not to eliminate these differing perspectives but to provide 2 means
of shaping them in a timely and definitive manner into a coherent and
balanced national trade policy.

Third, these legitimate, multiple interests require a neutral broker
located in the Executive Office of the President.

Finally, we believe that operational functions are best handled out-
side of the Executive Office by those departments that have the nec-
essary technical resources and that deal on a day-to-day basis with
the relevant sectors of our economy.

The reorganization plan now before the Congress has two basic
facets: First. it enhances the Special Trade Representative, to be re-
named the U.S. Trade Representative, by centralizing in it U.S.
foreign trade policy development, coordination. and negotiation func-
tions. The mandate of the Trade Reoresentative and the intcragency
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Trade Policy Committee that advises him will be broadened to include
a wide range of new and existing trade policy coordination functions.
Second, it makes the Department. of Commerce the focus of opern-
tional responsibilities for nonagricultural trade. adding to its existin
export promotion duties those of commercial representation abroad,
antidumping and countervailing cases, the nonagricultural aspects of
MTN implementation, national secur.ty investigations, and embargoes.

Complementary action by Commerce *o strengthen its industry and
service sectoral analysis capabilities will further enhance that agency’s
contribution to our trade expansion efforts.

There is one new clement that T would like to mention specifically
with respect to the Trade Representative. The Trade Representative
will become the Vice Chair and a voting member of the Board of the
Overseas Private Investment Corporation and a nonvoting director
on the Board of the Export-Import Bank of the United States. The
other functions and responsibilities are fully outlined in my testi-
mony. Mr. Chairman.

Although the Trade Representative will be charged with the over-
all management of trade negotiations. we would expect him to draw
heavily on other U.S. Government agencies with relevant expertise
and. in some instances, delegate his responsibilities to such agencies.

There is one element of the reorganization as it affects the Depart-
ment of Commerce that T also would like to highlight. Mr. Chairman.
the others are explained fully in my prepared statement.

I would like to talk for a moment about commercial representation.
A recent GAO report on United States-Japan trade concluded that,
“a lack of American export consciousness” is one cause of the trade
imbalance between the two nations. A 1977 report of the full Govern-
ment Operations Committee criticized the friction bet ween Commerce
and State over commercial representation responsibilities abroad and
concluded that until it was alleviated “export promotion efforts will
continue to be inefficient and ineffective.”

The President’s plan addresses both of these problems by transfer-
ring to the Department of Commerce responsibility for commercial
representation abroad. Both domestic and overseas export promotion
activities will thus be brought under the unmbrella oF a single orga-
nization.

In conclusion, Mr. Chairman., T believe that this plan is an important
first step and that its contribution will be significant. Tt will provide
us with unified policy direction, improve application of our trade laws.
focus attention on major problem areas, enable the United States to
negotiatc with foreign governments from a position of strength, and
provide a strong institutional base for the new trade order created by
the MTN agreement.

Mr. Chairman, that concludes my remarks. T will be glad to answer
the subcommittee’s questions.

Mr. Brooks. Thank you very 1auch, Mr. McIntyre.

T have a few questions for you.

Under the plan, the policy and implementation functions for the
most part are divided between the Office of the Trade Representative
and the Department of Commerce. How do you answer the objection to
splitting the responsibility for setting policy from the responsibility
for implementing that policy when set ?
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Mr. McINTYRE. Mr. Chairmsen, in the area of trade, there are man
departments and agencies that have and will continue to have a legiti-
mate interest in trade matters. For example, the State Department is
interested in the international affairs aspects of trade; Labor is inter-
ested in trade matters because it administers part of the trade ad-
justment assistance program; Agriculture because of the many pro-
grams in the agricultural area that are related to trade.

We do not think it is possible for one department or agency to deal
successfully with these broad interests in terms of both implementing
and establishing the policy. We also do not think that one department
could successfuﬁv coordinate all of these intervsts. Only in the Execu-
tive Office of the President, in our judgment, can it all be put together.

On the other hand, we do not want to bog the Executive Office units
down with a large number of operational responsibilities and the large
number of personnel that would be required to carry out those opera-
tional responsibilities,

We found that this process worked quite well in developing the
MTN agreement, and we think it is workable in the way we have laid
it out.

One final point : We think there has to be a neutral broker, and that
neutral broker would be the U.S. Trade Representative in the Execu-
tive Office of the President who could deal grom a neutral position in
trying to balance the various interests of departments and agencies and
come to a coherent trade policy.

Mr. Brooks. Since the U.S. Ambassador in any country has the re-
sponsibility for setting the limits on U.S. Government personnel on
duty in that country, will the Ambassador be the authority who deter-
riines the size of permanent commercial missions overseas?

Mr. McInTYre. Mr. Chairman, while the views of the Ainbassador
are given great weight, my understanding is that under the current
process the Ambassador does not have final or determinative say-so
on those issues.

We have a system called the MODE system—monitoring overseas
direct employment—which is led by the State Department but gives
othcr agencies a say-so in decisions about overseas personnel.

Mr. Briooks. Could you give us an example of how this reorganiza-
tion plan will increase trade exports?

Mr. McINnTYRE. The primary ways that this plan would increase ex-
ports, in my judgment. are, one, by providing a forum for establish-
ing trade policy through the Special Trade Representative; and, two,
by establishing an aggressive effort to take advantage of the opportu-
nitiesafforded U.S. industry under the MTN agreements.

Specifically, the linkage of the commercial attachés to the Commerce
domestic field structure will provide us with a direct line from Amer-
ican businesses to foreign export markets.

A specific example might be this. et ussay a U.S. exporter of soft-
wood is lookinE for an overseas market for his product in the European
community. This firm could go to the Commerce field office in its area ;
the field officer would then contact Washington for specific informa-
tion on softwood or plywood exports—for example, tariffs, markets,
standards, and other types of information. Once this specific informa-
tion is zathered by the field officer. then inquiries are sent to the com-
nlwrcinl attachés in the European community to search for a potential
client.
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I think it is in this process, where we have this direct line from the
domestic field officers to the foreign officers, that we wonld enhance our
ability to increase exports.

Mr. Brooks. In section 5(b) (1) of the plan it says, “transfers to the
Secretary of Commerce all trade promotion and commercial functions
of the Secretary of State which are performed in full-time overseas
trade promotion and commercial positions or performed in such
countries as the President may from time to time prescribe.”

How does the administration intend to carry out this process under
what appes s to be an open-ended provision

Mr. McINTYRE. Do you mean the process of moving commercial
officers ?

Mr. Brooks. The trade promotion and commercial functions, yes.

Mr. McInTtyre. I think that is a decision we have to make down the
~oad as conditions and circumstances change.

The Commerce Department may wish to propose movement—either
adding some countries or increasing vepresentation in countries. But
the President, himself, would make those final decisions,

Mr. Brooks, All right.

Has a determination been made as to the personnel levels for the
Office of U.S. Trade Representative?

Mr. McINTYKRE. No, it has not.

This is an issue that we are looking at in the OMB budget review
process which we are currently engaged in.

Mr. Brooks. They have 59 people now: and we have some consider-
able added authority and responsibility reorganization which will
be given to them in this. Do you have any ballpark figures on that,
or numbers of personnel even ?

Mr. McInxryre. Mr. Chairman, T do not have a specific figure I
could give you. I would hesitate even to give you a range. I can tell
you that. one, there are some new responsibilities, and two, we will
have to provide additional personnel to the Trade Representative for
him to carry out those responsibilities. but the exact number will be
derived through the OMB budgetary process.

We would envision making that decision in the next few weeks and
sending a supplemental request up for the Congress to consider.

Mr. Hortox. Mr. Chairman. would vou vield? T have a question on
that subject.

Mr. Brooks, Certainly.

Mr. Hortox. What is the ballpark figure?! What are we talking
~ about? Are we talking about 10 more, or 100 more ?

Mr. McInTyre. T think somewhere in between those two numbers.

Mr. Brooks. [Tnder 140 or 1501¢

Mr. McINTYRE. I would think so.

Mr. Horron. My concern is that, with the added responsibilities,
you ought to have enough personnel to do the job.

Mr. McINTYre. T would agree with that.

Mr. Horrox, T am not being niggardly about it; T do not want to
cut vou back. T think you ought to have sufficient personnel to do the
job because I think trade is a very important responsibility. T am not
advocating that you cut back: T am advocating that you take a real-
istic Yook at it and provide STR with sufficient personnel to do the job
that has fo he done,
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Mr. McINTYRE. Mr. Horton, that is exactly what we intend to do.
That is why T hesitate to give you a number today. What we have to
do is sit mny budget examiners down and go over the needs of the
Special Trade Representative.

We will make a “passback” to the Special Trade Representative. If
he disagrees, then he and T will sit down and personally go over his re-
quirements. If we cannot agree, then the President will decide what
will ba recommended to the Congress.

But T can assure you that T do not want them to be either too fat or
too lean. T do want them to have adequate resources to carry out their
new responsibilities, but T do not want them to have more personnel
than they need.

Mr. Brooks. Mr. McIntyre, can vou give us the budget request for
the Office, as expanded under the plan? How long will it take you to
make that determination ?

Mr. McINTtyre. Mr, Chairman, T do not usually appear before this
subcommittee on budgetary matters. It has been my practice in the
past to maintain the confidentiality of the individual agency’s reqvest.
T do not in any way intend to be evasive sbout that, but I think those
requests sometimes change.

I would respectfully request that we go through the normal process
of deciding those requireme:nts for the STR ; we make our recommen-
dations; and. as you know, the Clongress will have the final say as to
the funding level of this agency.

Mr. Brooks. I understand all that. T am just telling you that I think
you ought to have some idea of how many people you are going to use
and roughly what that budget is going to be if I am going to answer
that question on the floor to 435 people. They are going to say, “What
are you going to spend, and how many people are you going to havet”
If I say, “I don’t know; we are working on it,” they are going to say T
ought to be bored for the hollow horn.

So, if we are going to promote this thing and get this through, we
ought to have some idea of how many people you are going to use. I
do not care if it is 59 or 8 million, but whatever the number is, I want
an idea. I am not holding you to it, but T want a rough idea to tell
them. The same is true on the money.

Reuben Askew vho is going to be the head of it does not know; he
just got here. You have new authorities in there, so it is going to be
difficult to ascertain. We understand that you are not going to know
exactly, and it might fluctuate. But T want a ballpark figure, as Mr.
Horton savs. We have to have some number to give to them.

Mr. McINTYRE. T was just going to suggest to you that by the time
you have to go to the floor, I think we will be far enough along to give
you some ballpark figures.

tMt‘}'n Brooxs. We will put it this way; we will go to the floor after we
get them.

Mr. McINTYRE. Yes, sir.

[Additional information follows:)

We expect to tranamit a supplemental fiscal year 1960 appropriation request for
the Office of the Special Trade Representative within a few days.

The request will seek an STR personnel level for fiscal year 1880 of between

100 and 116, at an additional cost of slightly more than the $4 million already
approved for fiscal year 1060, )
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Mr. Brooxs. We appreciate that

Mr. Horton ¢

Mr. Horron. Thank you, Mr. Chairman.

Jim, T would like to know what official functions are being trans-
ferred to the new STR. The message for the plan lists quite a few new
“policy,” “coordination,” and “negotiating” responsibilities; yet, in
section 5 of the proposal on transfer of functions, what are listed are
those transferred to the Commerce Department.

In other words, it is very clear what legal functions are going to be
transferred to Commerce; but what about those that are being trans-
fer:ed to the new STR?

Mr. McInTyre. The primary responsibilities for policy coordina-
tion, policy development, and negotiation will be handled by the Trade
Representative in his role as staff to the President. So, there are no
specific statutory functions that we have to transfer other than those
that already exist under the MTN and related authorizing legislation
for the STR plus the President’s authority to assign those functions
to the STR under Executive order.

In addition to that, section 301 of the Trade Act of 1974 will be the
principal statutory means for carrying out many of the responsibil-
ities, such as for making complaints of violations of the MTN agree-
ments. Title IX of the new Trade Agreements Act amended section
301 to place the Trade Representative in charge of this process.

So, our judgment is that there is no need to transfer any additional
statutory functions to STR under this plan.

Mr. Horron. Thank you.

Who is going to be doing the international commodity negotiations—
the new Trade Representative, the State Department, or both{ The
plan gives the Trade Representative the responsibility, but yet the
functions are not switched. Then your plan says. “nothing in this reor-
genization plen is intended to d};mgatc from the responsibilities of
the Secretary of State.”

Mr. McINTYRE. The intent is that the Trade Representative shall be
responsible for trade negotiations, including commodities. Of course,
the State Department would be on the Trade Negotiation Committee.
We would envision the Trade Representative cloeely coordinating
these negotiations with the Department of State and relying upon
their special expertise in conducting these negotiations.

In some cases, the Trade Representative would perhaps delegate
some authority to the State Department, but I would envision that in
practically all cases there woul«f be some joint or team effort.

Mr. Horrox, What you are saying, in essence, is that the Trade Rep-
resentative will have the responsibility for it, but it will be coordinated
with the State Department. In other words, the ultimate decision, if
need be, would be made by the Trade Representative as the arm of the
President. ‘

Mr. McINTYRE. That is correct.

Mr. Horron. Who will be doing the energy trade negotiations—
STR, the State Department, or the Ener partment

Mr. McINTYRE. It would work primarily the same way.

The Secretary of Enem just as the Seeretary of State under the
former question, would st1 1 maintain his responsibility for advising
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the President on international affairs and implications of the nego-
tiations; so would the Secretary of Energy with respect to the im-
plications of any energy negotiations. . :

Mr. Horrox. I wonder what would be the exact relationship between
the Trade Representative and the Trade Coordinating Committee?
It is a little unclear who will have the final authority on trade policy.

Mr. McINTYRE. The Trade Policy Committee

Mr. Horron. Yes.

Mr. McInTYre. The Trade Policy Committee. which is composed
T think, of all of the Cabinet departments, plus some other members,
would be advisory in nature. would be a forum in which the Trade
Representative would try to hammer out differences on policy issue.
But the final say-so on trade policy would be vested in the Trade
Representative.

Obviously, a Cabinet Secretary. if that individual had serious dis-
agreements with the policy. would maintain his or her right to appeal
a decision to the President.

Mr. Horrox. Do you have any plans to move either the Maritime
Administration or the National Oceanic and Atmospheric Adminis-
tration out of the Department of Commerce to make that a more
streamlined Department ¢

Mr. McIxTYrE. There are no plans to move cither of those agencies
at this time.

Mr. Horrox. Mr. Chairman. T have some other questions, but for
the sake of cutting back on time. I would like to submit them to the
Director.

If T submit them to you, Jim, I would like to ask that they be
answered in writing so we can put them in the record.

Mr. McINTYRE. Yes, sir. We would be glad to do that.

Mr. Brooks. Without objection, they will appear in the record at
this point.

[The material follows:]

$7-408 O - 80 ~ ¥
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Why 4id you reject proposals that placed all trade
!u:cuom including both policy and implementation
in one agency such &as a separate Department of Trade
or a revitaliszed Department of Trade and Commerce?

Trade is a legitimata concern of several U.S. Gov~
ernment agencies: Trade is a natural component of

the U.5.'s foreign relations with countries and as
such, the State Department will maintain interest

anéd involvement in trade; trade and international
sonetary matters are intimately linked and, hence,
continued Treasury Deparcment presence on the trade
scene is required:; and the impact of trade on employ-
ment in the U.S. means the Labor Department will
maintain its role in trade. USDA‘'s involvement in
trade deliberations flows from Agriculture®’s importance
in the U.8. trade effort. Our goal is not to eliminate
these differing perspectives, but to provide a means of
extracting from them, in a timely and definite manner,
a coherent and balanced national trade policy.

Accordingly, the U.S. government mechaniim for trade
functions must accommodate these valid institutional
interests, particularly at the policy stage.

We believe that these multiple interests require

a neutral broker, such as STR, located in the BExecu~
tive Office, acting with the clout of the President.
It is difficult if not impossible for a Cabinet
department (or subcabinet agency) to direct its
sibling agencies - (1) because of its equal relative
status and (2) because it probably would be perceived
as representing or favoring a particular constituency.

Thus we have proposed maintaining the Trade Policy
Conmittes -~ a forum in which all the interests are

represented -- and continuing and enhancing 8TR as
the neutral broker.

As for implementation, we believed that more con-
solidation was possible and desirable.

If there are not going to be any more major NTW
negotiating rounds, why 40 we really need the STR
office? Wasn't the STR really created just for

- these major trade negotiations?

Because many agencies have a legitimate interest
in trade matters, we see a strong need for an
Executive Office presence that can resolve policy

differences (subject, of 'course, to the final word
of the President). '

Also, there will be continuing major trade negotiations
of the type requiring the attention of STR.
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According to your fact sheet, U.S. commercial attaches
in our msjor trading partner countries will be trans-
ferred to the new Department of Trade and Commerce?
What do you mean by nior trading partners? HNow

many countries does this include?

"Major trading countries" are those that are currently
or potentially the significant destinations of our
non-agricultural exports.

We have decided to transfer all 162 full-time cormercial
officer positions from the Department of State to the
new Department of Trade and Commerce. Currently these
officers are located in 66 countries.

Why didn't you eimply switch all commerzial attaches
to the nevw department? .

We are lwitchiné all full-time commercial officex
positions. .

Besides renaming the Department of Commerce and
establishing a new Under Secretary for Trade, what
are you really doing new and different to increase
exports? '

Establishing a strengtkened Department of Commerce*
will focus top level attention on trade in general

and increasing U.S. exports in particular. The
Department will have a number of improved mechanisms
for performing this task: Pirst, housing the
commercial attaches in the same department with Com-
merce field offices should improve greatly the flow of
information between foreign markets and domestic
manufacturers, making for direct communication

between Rochester and Rome. Second, improved coordina-
tion of trade policy within the Executive branch will
permit aggressive enforcement of the new MTN codes,
leading to expanded export opportunities for U.S.
industry.

‘;;cause of concern that the name "Department of
Trade and Commerce” might be confusing or
redundant, we have decided to retain the name
Department of Commerce.
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QUESTION: .Who will have the final authority on agriculture
exports? Will it be the new BSTR office, the Trade
Policy Committee Or the Agriculture Department?

ANSWER: Most agricultural trade functions, such as the
promotion of U.8. agricultural exports by the
Poreign Acricultural Service and the activities
of U.8. agricultural attaches, will remain under
the authority of the Secretary of Agriculture.
Also, the Department of Agriculture, in 1light of
its particular expertise, will be responsible for
MTN implementation support functions and section
301 staffing for agricultural products. The TPC,
of which Agriculture is a member, will consider
trade policy issues arising from actions under
U.S. statutes (e.g., section 301), from
international dispute settlement procedures
(e.g., Article XXIII of the GATT), and
from implementation of MTN agreements (e.g., the
subsidies code). STR will manage all negoti-
ations; however, we would expect STR to delegate
as appropriate, i.e., in this case to Agricul-
ture, a member of the Trade Negotiating
Committee. °

QUESTION: How many people would be in the new Office of the
United States Trade Representative?

ANSWER: The Office of the Special Trade Representative
currently has a staff of 59. The new Office of the
United States Trade Representative, the successor
agency to STR, would have added responsibilities.
These new responsibilities will require additional
staff to perform them effectively. We do not know
at this time the exact number of staff positions
that would be added to this office; full congres-
sional consideration of this issue will take place
when the authorization and appropriation bills for
the Office are transmitted early next year.

QUESTION: Do you think that there will be enough people to

properly do all policy coordination and trade
negctiations?

ANSWER: Yes. The reorganization will improve coordination
of trade policy, thus providing an opprortunity for

more efficient and effective utilization of avail-
able resources.
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' QUESTION: Besides establishing the new post of Under Secretary

for Trade, do you anticipate an le will be
added to ‘.ho new Dopartnz.nt? ¥ peop

ANSWER: At this time, we do not envisage the creation of new

staff positions in Commerce. In addition to the
Under Secretary for International Trade, we would
create two new Assistant Secretaries. Also, we will
upgrade the existing Under Secretary position to
Deputy Secretary. Essentially, we expect to transfer
existing personnel to Commerce as follows (estimates) s

-~ 219 positions for countervailing duty and
antidumping cases (130 of these are new
positions)

-- 162 commercial officer positions plus 494
affiliated local employees

QUESTION: Do you intend to leave the Maritime Administration

and the National Oceanic and Atmospheric Administration
in the Department of Trade and Commerce?

lE

Our proposal does not call for moving these two
agencies from the Department of Commerce.

QUESTION: Will you have to increase the staff for thc Trade
: Policy Committee and, if 80, how large an increase
to anticipate? Would they be part ol the STR -tutg?

ANSHER:] We anticipate a moderate increase in ihe number of
persons doing staff work for the Trade Policy Commit-
tee. These people will be a part of the USTR staff.

QUESTION: Did you consider transferring the STR to a new
Department of Trade and Commerce and giving it
a so-called "broken line” relationship such as
the Arns Control Agency nov has with the State
Department? You could still have an STR Ambassador,
a separate STR, yet everything would essentially be
under one umbrellas.

&
:

We 4iad consider transferring STR to the Department
of Commerce but decided against it because even a
*broken line" relationship might identify STR too
closely in some eyes with the industrial side of
our trade community. This would be a severe detri-
ment indeed, since STR would not be able to retain

its "honest broker" role and its Executive Office
status.



QUESTION:

QUESTION

ANSWER:

QUESTION:

ANSWER:

60

What would be the relationship of the State Depart-
ment's Office of the Under 3ecretary for Economic
Affairs and its Bureau of Economic and Businass
Affairs which are both heavily involved with trade
matters with your nev offices?

Both these offices play a large role in formulating
the State Department's input into trade policy and
negotiations. The Bureau of Economic and Businers
Affairs has an Office of International Trade which
staffs State's participation in the TPC; it has the
Office of East/West Trade which, even when STR takes
over the negotiations, will be considerably involved
in East/West trade matters; it has the Office of
International Commodities which will still play a
significant role in commodity negotiations even after
USTR assumes the lead role; and finally, Economic
Bureau (EB) has the Office of Commercial and Mari-
time Affairs which will, after the transfer of the
major trading partner commercial attaches, oversee
State's remaining commexcial activities. Therefore,
we anticipate these State units will relate both with
the Department of Trade and Commerce (on the attaches)
and with USTR (on TPC issues and trade negotiations).

Even though you do transfer some Treasury Department
functions to the new offices, there are still many
left in Treasury that are trade related. For example,
the Office of Trade and Raw Material Policy has four
divisions for Trade Policy and Negotiations, Raw
Material and Ocean Policy, East-Wast Economic Policy
and Trade Finance. Why aren't these transferred?

The Treasury Department, as well as other agencies

in the Government, will retain substantive and

policy interest in trade matters. This is consistent
with long standing congressional intent (see, for
example, section 242 of the Trade Expansion Act of
1962, 19 U.S.C. 1872) that U.S. trade policy take into
account a number of domestic and international interests
including those of financial institutions, labor,
consumers, business, farmers, importers, exporters,

et cetera. Retaining some trade personnel in Treasury .
will allow that department to fulfill this role.

Although the Office of East-West Economic Policy per-
forms some functions that are trade-related, its
primary responsibility is to act as Treasury's policy
staff for East-West economic and finance matters.

Why didn't you transfer the Treasury Department's
Office of Tariff Affairs?

In assigning TAC the responsibilities for counter-
vailing and antidumping duties, we are proposing
the transfer of the Office of Tariff Affairs, and
also the transfer of Customs' staff engaged in
countervailing and antidumping work.
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The attached charts identify current govern-

mental units which participate in the formulation and

implementation of U.8. trade policy. The charts pro-

vide information regarding units the primary mission

of which is ttade.policy formulation and41nplomcntatton=
_Given the complexity of international economic and trade

relations in a modern world, many other governmental

units ars called upon to provide technical advice or

expertise on specific issues. However, the primary

mission of thuse un.ts 12 not trade policy formulation

and implementation and therefore such units have not been

includ~q.
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Mr. Brooks, The gentleman from Florida. Mr. Fascell. is recognized.

Mr. Fascern. Thank you, Mr. Chairman.

Mr. McIntyre, can you separate the trade negotintions and foreign
affairs, as envisioned by this plan ¢

Mr. McInTyre. T do not think yvou can completely separate inter-
national affairs activities, Mr. Fascell, from the trade policy or negotia-
tion responsibilities that we are discussing in this plan. What we have
tried to do to insure that there is better coordination is to include the.
Department of State on both the Trade Policy Committee and the
Trade Negotiating Committee, clearly putting the Trade Representa-
tive in a position of accountability for trade poliey and }m' trade
negotiation.

State remains, and the Secretary of State is. the principal adviser
to the President on foreign policy.

Mr. FascerL, What you are saying is the obvious, that any conflict
would have to be resolved by the President.

Mr. McIntyre. If it could not be resolved between the Secretary of
State and the Trade Representative.

Mr. Fascern. Tf it cannot he resolved any other way.

Mr. McINTYRE. That is correct.

Myr. Fascern, Which means from a day-to-day standpoint. the work-
ing relationship between the Special Representative and the State
Department will have tobe extremely close.

Mr. McIntyre. T think it would have to be close with a number of
the departments, but certainly the Secretary of State and the Trade
Representative will have to work very closely together, as they did
during the MTN negotiations.

Mr. Fascenn, What T meant was that they would have to be more
than simply arriving at separate policy decisions at top levels and then
try to get them resolved. Tt would have to be staff-level. day-to-day
working relationships. or it would be meaningless,

Mr. McINTyre. That is correct.

Mr. Fascernn, All you have to do is just think about East-Trade or
OPEC. tryving to give the Special Trade Representative a free hand
to deal with the trade policy, and at the same time not take into con-
sideration the present foreign policy problems the United States has.
You see what an almost impossible situation the Special Trade
Representative would have ?

Mr. McINTYRE. Yes; I think they are going to have to work very
closely together. But that is not unusual: that happens throughout
the Government.

Mr. Fascein. I understand that. T just want to be sure what the lines
of responsibility are for the Special Trade Representative when there
is a special foreign policy consideration directly in.pinging on a policy
decision he is about to make and how that is arrived at in a day-to-day
working relationship, not some esoteric principle like, “the President
will resolve the problem;” that does not mean a thing to me. .

Mr. McINTYRE. Many problems are resolved on a day-to-day basis
at the staff level or at the Secretary level and never go to the Presi-
dent for resolution.

Mr. FasceLr. They just go to OMB?
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Mr. McINTYRE. No; only budgetary issues and major policies that
this subcommittee is sometimes interested in.

Mr. FasceLL. The other matter that has been raised time and time
again has been the fragmentation of the State Department, what with
the decision for agricultural attachés in the Department of Agricul-
ture and now commercial attachés over in the Department of Com-
merce. How does OMB see that, other than what you have already
recommended in this plan?

Mr. McINTYRe. T am sorry. T did not catch the first part of your
question.

Mr. Fascern. The question was. “When have you stopped beating
vour wife?” [Laughter.]

Mr. McINTYRE. The answer is, “We never started.”

Our analysis of the function of the commercial attachés made it
clear to us that this function was not essential to the State Depart-
ment’s overall mission in the foreign affairs field, and particularly in
the Secretary of State’s personal responsibilities to the President in
terms of advising him on foreign policy issues.

It was our judgment that the commercial attachés could function
better if they were in a direct line with the department that had
responsibility for coordination of domestic trade policies and also
could provide that link to the foreign markets.

The commercial attachés would still work under the general super-
vision of the ambassadors in these countries.

Mr. Fascern. The President’s country team directive, which was
cleared by you. is still in effect, and the reorganization plan does not
change that.

Mr. McInTYRre. That is correct.

Mr. FasceLL. But my question is more basic than that. T would hope
that we would not change the country team concept.

Mr. McI~nTYRE. No, sir.

Mr. Fascenn. The question is: What about economic reporting?
What about the respective duties of the economic counselors-—the
economic section of the embassy—and what the commercial attaché
is goinig to do and whom he is going to do it for?

Mr. McINTYRE. Again, that cconomic reporting function remains
in the State Department. T think the commercial attachés will have to
work very closely with the people in the embassies who provide the
cconomic reporting functions, just as the agricultural attachés do.

Mr. Fascerr. Let me ask you this. Does that commercial attaché
have one boss, two bosses, or three bosses?

Mr. McINTYRE. The commercial attaché is responsible to the Sec-
retary of Commerce.

Mr. FascerLr. And he is responsible to the ambassador.

Mr. McINTYRE. T am getting to that. That is the primary line of
authority. Since that attaché works in the embassy or mission, that
attaché would be subject to the overall jurisdiction of the ambas-
sador, just as the agricultural attachés are and just as other per-
sonnel who represent other departments of this Government in foreign
countries are.

Mr. Fagcer . Tf the Special Trade Representative has an export pro-
motion policy lead responsibility. according to the plan, the imple-
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mentation of that, however, is the direct responsibility of the Depart-
ment, Is that correct?

Mr. McINTYRE. That is correct.

Mr. FasceLr. And overseas, that would be the responsibility of the
commercial attaché. Ts that the theory ?

Mr. McINTYRE. Yes.

Mr, Fascerr. What other agencies wonld have the responsibility of
carrying out the Special Trade Representative’s policy decision on
export. promotion or tradef

Mr. McInTyrE. First of all, T think we have to make it clear that we
are not talking about unilateral decisions. We are a part of a big gov-
ernment, and there are many responsibilities that affect our trade
policy and trade negotiations that have to be carried out by cther
agencies. In the financial area. Eximbank’s leading policies have an
impact on trade ; the same is true in agriculture,

Mr. Fascrrr. I understand that, but T think vou misjudge which
direction I am driving at.

In the Eximbank. the Special Trade Representative is going to be a
nonvoting member. He could get that information by telephone or by
sending sonieone over to pick up the material; he does not have to sit to
be educated with a nonvoting membership. Sitting on the OPIC—
Overseas Private Investment Corporation—Board, which has a direct
trade policy investment. he is going to sit there as vice chairman and a
voting member.

A1l T am concerned about is this. You are giving this Trade Repre-
sentative all of this respongibility. as laid down in this plan, and le is
running up against a bulwark of people in other agencies, which is
standard. but he has additional and new responsibhilities.

Mr. McINTYRE. Yes. and we are going to give him additional per-
sonnel to help him carry out those responsibilities.

Mr. Fascrrr. T believe you. but T just want to be sure that the authori-
ties outlined in the plan are clear and sufficient.

For example, he is going to lav out the policy on enforcement of
antidumping and countervailing, but the Department of Commerce is
going to decide whether or not they will actually enforce it. What good
isthe policy ¢

Mr. McINTYRE. I think the poliey is very good because, if the Depart-
ment does not follow the policv. then the Trade Representative, being
in the Executive Office of the President. can insure that there is some-
thing done about that issue.

Mr. Fascert. OK. The foreign policy aspects of that particular
problem have to be fed in at some point in the policy decision being
made by the Special Trade Representative. At some point. the foreign
policy impact of that decision has to he made.

Once that is done, what is there left for the Department of Com-
merce to decide. as to whether they are actually going to carry out the
enforcement

Mr. McINTYRE. First of all, the example that you are using--counter-
vailing and antidumping—is a uniaue, special type case. They involve
the adjudicatory responsibilities that the Department will have to
carry out.

T think there will be plentv of room for the Department to exercise
their responsibilities and some discretion within overall trade policies.
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They will be dealing with individual cases and will have to follow up
on complaints, investigate those complaints, and make decisions with-
in the overall policies that have been established by the Trade Repre-
sentative. Obviously. the Congress also has established those policies
through legislation.

Mr. FasceLt. Let us pursue one other aspect of this matter, and then
I will be through. Mr. Chairman.

T just want to get into the investment responsibility of the Special
Trade Representative. He has the policy responsibility, and you put
him, as T understand it, on the OPIC Board as a voting member. Is
that the extent of overseas investment responsibility that is envisioned
by this plan?

The Department of Commerce has some responsibility, and T am
talking about the whole concept of export and investment.

Mr. McInTtyre. After consulting a great deal with Members of the
Congress, it was our conclusion that to have an effective trade poliey,
the Trade Representative had to have some link to those agencies that
have investment responsibility.

We would expect the Trade Répresentative to play a role in the
development and coordination of U.S. policy on direct investments.
He would do this through the representation on those hoards you
mentioned.

I do not think we can expeet the Trade Representative to do the
job that those boards were created to do, but 1 think the Trade Repre-
sentative’s advice, his knowledge of what is going on in other areas
that have an impact on investment and financial matters, and his
ability to bring information to the members of these boards will help
coordinate these policies better and will provide the communications
an# the linkage that I think are necessary to have a coordinated
policy.

Mr. Fascerr. How do you. or OMB, see OPIC at this point in terms
of overseas investments? What is its principal function?

Mr. McInTyre. You ask how OMB sees it. Let me give you a little
background on that, and then T will tell you how we see it.

There is a divergence of opinion as to whether OPIC is a develop-
ment agency or an investment agency. We tried to deal with this issue
in the IDCA—International Development Clooperation A gency—reor-
ganization. Our jnudgment was, based in part on the strong feelings of
Members of the House, that we should leave OPIC in TDCA as basi-
callv a development agency.

Obviously, OPIC does have a trade focus. too. We, therefore, de-
cided that, in order to provide that linkage, the Trade Representative
should be placed on the OPIC bhoard.

Mr. FascerL. T do not have any obiection to that.

Mr. McIxTyre. Good.

Mr. Fascent. T am alad you finally got around to talking to me
about it.

Mr. McInTYRe. Mr. Fascell. T thought we talked to you when we
met with Mr. Bingham and others about that issue, T thought you
wera there that afternoon.

Mr. Fascerr. Mavbe you can jog my memory a little.

But why not. make the Special Trade Representative the chairman
of that board? You would still give it developmental responsibility.
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Tt would not hurt anything. Youn have already given him a vote so he
has the responsibility.

_ But T think we are going to have to clear up just what OPIC’s prin-
cipal mission should be. T do not sce why you cannot just say it is
basically an investment operation with developmental responsibility,
rather than a developmental organization with investment responsi-
bilities. Tt may be semantic to some people, but it seems rather im-
portant to the business community, and perhaps we ought to get that
settled if there is some way to do that.

Mr. McINTyYre. Mr. Fascell, after reading the amendments to the
organic act of OPTC that this Congress passed in 1978, we decided it
Jjust was not necessary.,

Mr. Fascern, T did not understand him to say that,

Mr. Brooks. Do you think that the Special Trade Representative
will have sufficient input in that capacity ¢

Mr. Fascenn, OMB obviously thinks so.

Mr. McInryre. Absolutely, Mr. Chairman, We think the Trade
Representative. as a representative of the President. being of Cabinet
rank, having an office in the Executive Office of the President, cer-
tainly will carry the weight and clout that is necessary.

Mr. Brooks. T thinl the majority of Members of the Congress and
the American people are a ot more interested in developing ways to
expand our trade and profitably export our products, and are a lot
more interested in perfecting that mechanism than they are the mecha-
nism for giving it away to anybody.

T do not mean to be parochial and narrow-minded: T would like to
give away a lot of things if we had plenty: but until we have plenty.
T am not for giving away anything. T would rather constrain our meth-
orls of giving it away and spend most emphasis on how to make a lit-
tle net return for U'ncle Sugar.

Mr. McIxTyre. Mr, Chairman, we met with Mr. Zablocki’s commit-
tee, and I think that is when I had the previous conversation with Mr.
Fascell about OPIC and its role.

I think there is a divergence of opinion in the Congress over the role
of OPTIC. What we have tried to do is abide by the Jaw that you have
passed.

Mr. Fascrrr. Mr. Chairman, I have just one other question on that
point. And then I will be through with riding this horse that has
worked up such a lather. )

One of the problems is that the vice chairman under this plan is of
Cabinet rank and the chairman of this board is not.

Given the fact that already under the circumstances of this plan the
Special Trade Representative had better get himself a better ball bat.
Hle is going to need everything he can get in order to carry out his job.
This is just one more little thing that gets in the way.

Thank you, Mr. Chairman. )

Mr. Brooks. Mr. Stangeland, the gentleman from Minnesotn.

Mr. StaneerLAND. Thank you, Mr. Chairman. )

Mr. McIntyre, does the present Special Trade Representative hold
Cabinet rank?

Mr. McINTYRE. Yes.
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Mr. StanarraNDp. On page 11 of your testimony dealing with cora-
modity policy, it says that “The Trade Representative will coordinate
U1.S, Government commodity policies in the international arena. These
responsibilities now reside with the Department of State, which share
them ou agricultural commodities with the Department of Agri-
culture.”

On agricultural commodity policy, will the Department of Agri-
culture have the same input under this plan as they have presently
with the Department of State, and will the Department of State
still partici})ate in agricultural policies with the Special Trade Rep-
resentative !

Mr. McINTYRE. Yes; Agriculture will have the same type of re-
lationship and input, and the State Department will also have a
role to play by providing input and information to the Trade Repre-
sentative in this area.

Mr. StanaeLaND. Do you visualize some diminution of State’s au-
thority in agricultural policies, or do you see much the same role as
presently exists?

Mr. McINTYRE. The Trade Representative will be given the respon-
sibility for negotiation—trade negotiation. That is clear. However,
the State Department will continue to have people on its staff de-
veloping information that will be cssential for any type of commodity
negotiations. These people will support the Trade Representative in
carrying out his resporsibilities in this area.

In addition to that, as I said earlier, I would envision one of two
approaches being taken: One, there would be a team approach in
which representatives from the Agriculture Department, the State
Department, and the Office of the Trade Representative would work
together. In other areas, I could sece where the Trade Representative
would delegate his responsibilities, perhaps, to individual departments
to carry on some of these negotiations.

Let me make it clear that the Trade Representative is the individual
who will be accountable for trade negotiation.

Mr. StancrLAND. Could we assume, under this new setup, that the
Department of Agriculture would play a stronger role than they
presently glay?

Mr. McINTYRE. It is hard to say. Stronger relative to what? They
play an important and a significant role now. I think they will play
an important and significant role under the reorganization.

Mr. StanaeLanp. In the last round of negotiations, they played a
more significant role than they have been allowed to play in past
negotiating rounds. I am just concerned that Agriculture keep a strong
rolein agricultural commodity policies.

Mr. McInTYyrE. What we are doing is building on that experience
that we developed in the MTN negotiations. So, T think that those
types of relationships that were developed in the process of nego-

tiating the MTN agreement will be fostered in this new organizational
arrangement.

Mr. StaneELanD. OK.

On page 15 of your testimony when you talk about the operational
focus of the Department of Commerce, you say, “The plan will make
the Departmient of Commerce the operational focus for the adminis-
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tration of laws and programs affecting nonagricultural imports and

ex .

Who has the operational focus for the administration of laws and
programs affecting agricultural imports and exports?

Mr. McINTyRE. The \griculture Department.

Mr. StaNgeLanp. The Agiiculture Department would have that?

Mr. McIxTyYre. That is correct.

Mr. STANGELAND. | have one last question.

Dealing with the question of commercial and agricultural attachés
in an embassy or a mission, would it be possible to have both a com-
mercial and agricultural attaché? If so—and 1 consider agriculture
to be commerce—is there a clear line of division of responsibilities
for those two attachdés, or is there a possibility of some problems?
What is the line of authority there? Does the agricultural attaché
work directly with the ambassador and then with the Department of
Agriculture, or does he have to go through the commercial attaché?

Mr. McIxTyre. There will be agricultural attachés and commercial
attachés in embassies and missions. T do not think there will be any
problem; there is no problem now in those arcas where we have agri-
cultural attachés and commercial attachés, I do not see why this
organizational change would create any problems in those treas.

fr. STaxGELAND. I guess my question is not so much in regard to
the concern that this program could create a problem; I am just
curious as to the present and future relationship in that situation.

Mr. McInryre. The relationships would basically be the same ex-
cept that the commercial attachés would now be responsible to the
Secretary of Commerce instead of the Secretary of State.

Mr. Staxgeranp. I am also interested and concerned, as the chair-
man and Mr. Horton are, in the stafing. T see now that the Special
Trade Representative will have a small staff permanently in Geneva.

What is going to be required, as far as personnel are concerned, with
this new reorganization plan? Iow many additional personnel are
we going to need to do the job properly?

Mr. McINnTyre. We will try to get as much of that information as
we can, as definitively as we can. We will certainly give you some
ballpark figures and parameters so that the chairman can get this
plan through the Congress.

Mr. StaNgeLanp. Thank you very much.

1 have no other questions, Mr. Chairman.

Mr. Brooks. Thank you very much.

The gentleman from Georgia, Mr. Levitas.

Mr. Leviras. Thank vou, Mr. Chairman.

Mr. McIntyre, just to save a lot of time, T would like to say that. the
points and the line of questioning pursued by my colleague, Mr.
Fascell, nlmost identically represent. my point of view, and I will not
go over the same groun(f' that he did, except to say that I associate
myself with the points and the thrust of his position.

I want to commend you for the reorganization plan, at least in
certain particulars. Clearly, vou have taken into account the results of
the last hearings we had on this matter, and your plan, at least insofar
as the Department of Commerce is concerned, I think, responds to sev-
cral reports issued by this subcommittee on those specific problems. 1
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think it will lead to great improvement in the implementation of trade
policy in the actual trenches abroad.

My major concern—and I do have a fundamental concern with this
plan—is the feeling that we are still dividing policy from implementa-
tion of policy. with all the attendant consequences that policymakers
have in formulating policy but leaving it to somebody else who has the
responsibility for carrying it out.

What I see happening here is this: You are, in effect, proposing the
creation or the establishment of a two-headed Cabinet department,
one called the U.S. Trade Representative and the other called the
Seeretary of Commerce. They are both dealing in the same subject
matter, but one has the fun of making all these macropolicy decisions,
and the other head of that Department is going to be charged with the
responsibility of implementing then. 1 just do not think that is going
to work. I think we need to bring them all together rather than frag-
ment them in that way.

Mr. McINtyre. Mr. Levitas, this is an issue that we have studied
very seriously ; it is not something we have taken lightly in putting this
plan together.

Let me make several points. First of all, there is a precedent for this
type of structure called the National Security Council. That orga-
nization. basically, provides the overall policy framework on national
security iscues, and they are executed by various depa:tments such as
Defense, =tate. Treasury, and others.

It was our judgment that it would be virtually impossible to create a
department ov an agency that could encompass all the multifaceted
trade interests that currently exist in the Federal Government. Even
if we were to put a large percentage of those interests in a department,
we have found-—and I know you know this to be true—that it is just
unrealistic to expeet one’s peers to be able to hammer out and nego-
tiate consensuses.

So, we felt it was important that the trade policy be developed in the
Executive Office of the President by an individual who represents the
President, speaks for the President, and has the final say-so on trade
policy.

Mx)'. Lrvitas. Let me interrapt you at that point, if I may. I do not
want to break vour train of tlmug?xt. But one of the things I keep hear-
ing is that trade policy is so important that you need someone in the

sxecutive Oftice of the President who speaks for the President and has

access to the President. I thought that was what a Secretary of a de-
i)al'tment would do—speak for the President and have access to the
>resident.

Do people in the Ixecutive Office of the President speak for the
President more so, say, than the Secretary of State or the Secretary of
Commerce?

Mr. McInTyYRE. You have anticipated the third point I was going
to make.

Building on my first point about the mmitiple interests in trade
matters, it was our judgment that these multiple interests require
a neutral broker. The neutral broker. in our judgment, has to be
located in the Executive Office of the President.

Certainly, a Cabinet officer speaks for the President; certainly, a
Cabinet officer has access to the President. But somewhere, someone

57-408 O - 80 ~ 6
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needs to be able to listen to the multiple interests of the various
departments and agencies that have an Interest in the various trade
functions of our (Government and come to a conclusion on what our
policy should bz; if that is unacceptable to a particular Secretary,
then that Secretary has the right of appeal to the President. We have
found that that is the best process in the executive branch to deal
with these types of multiple interests. It works in the budget process;
it works in the National Security Council; and I think it will work
in this case. In fact, I think it is the most desirable way to deal with
the resolution of these multiple interests.

Mr. Leviras. Was consideration given, in formulating this plan,
to placing all responsibility for nonagricultural, commerce, and
trade policy in the Department of Commerce and, in effect, strength-
ening and enhancing the role of the Department of Commerce,
rather than continuing this fragmentation?

Mr. McINTYRE. We considered the option of a Departinent in the
Government that would have trade responsibilities—yes.

Mr. Levitas. The linkage, in the plan, as I see it between the U.S.
Traaa Representative and the Department of (‘ommerce primarily,
but also among other agencies and departments in the Government,
is this Trade Policy Committee. I would like to talk about that for
just a couple of minutes.

The membership of this Trade Policy Committee, which will have
the overall responsibility for formulating trade policy, will be the
Trade Representative, the Secretary of State, the Secretary of the
Treasury, the Secretary of Defense, the Attorney General, the Secre-
tary of the Interior, the Secretary of Agriculture, the Seccretary of
Commerce, the Secretary of Labor, the Secretary of Energy, the
Director of OMB, the Chairman of the Council of Economic Ad-
visers, the Assistant to the President for National Security Affairs,
and the Director of the U.S. International Development Cooperation
Agency. That sounds like the ("fabinet. Whom di(‘ we leave out?

Mr. McInTYRE. It isthe ("abinet, plus.

Mr. Levitas. What happened to Neil Goldschmidt? Why did he
get left out of this?

Mr. McIntyRE T cannot tell you.

Mr. Levitas. Is not transportation an integral part of it? You were
talking about shipping, rail

Mr. McINryre. Shipping is with the Maritime Administration,
which is in the Departmewf of Commerce,

Mr. Lrvitas. All right. You are going to reorganize that pretty soon,
are you not ? / _

Mr. McIntyre. We have not recommended any reorganization.

Mr. Levitas,-You are talking about air transportation; you are
talking alj)agu(domestic rail transportation. You have the Adviser on
National-8ecurity Affairs.

Mr. McIntyre. For the foreign policy implications of our trade
policy, that is correct. The HEW Secretary is also not on it.

Mr. Levitas. 1 ean understand that. T will accept that.

Mr. McInryre. Excuse me—also the Secretary of Education.

Mr. Liviras. The Secretary of Health and Welfare.

Mur. McInTYRE. Health and Human Services.
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Mr. Levitas, My point is that T do not understand why you have
eliminated the Secretary of Transportation. )

But the other thing that concerns me is this. And T do not mean to
be cynical or pessimistic, If this Trade Policy Committee is created
and next year at this time we have oversight hearings, T dare say that
you will report that there has Leen one meeting—maybe—of this Pol-
icy Commiittee with those people there, This looks like an invitation
for letting stafl set trade policy, 1 do not see these people getting to-
gether and studying trade poliey: T do not see this Policy Committee
meeting. That has been the experience in the past with other similar
organizations.

HHow many times has the Couneil on Wage and Price Stability—not
the people who work there but the very impressive group of members
of the Council—met?

Mr. MclIxryre. Very seldoni.

We would envisicn this committee working to advise the Trade Rep-
resentative on trade policy issues. It worked quite well during the
MTN. In fact, that is what this is based on. These people, with a few
exceptions, are basically the same members that functioned on the
committee as the MTN was being negotiated.

Mur. Levitas. But in the case of MTN, vou had a single mission that
had high priority, that demanded a focus of attention at the highest
level by the people yvou are talking about on this committee.

In the ongoing and routine development of mmportant trade policy.
what T am suggesting is that the existence of a committee of this sort
is going to. neces=arily. be turned over to operating staft and the for-
mulation of policy will not-—

My, MceIxryre. That is the error in vour line of thinking. This com-
mittee do-s not. formulate polieyv: thisis an advisory committee to the
Trade Representative, and the Trade Representative is responsible for
trade policy. It is specifically so designed because of the questions that
were raised in our discussions with the Congress about the role of this
committee,

The staff, in this type of situation, will not be dictating trade policy.
That is the responsibility of the Trade Representative.

Mr. Levitas. OK.

Let me get back to the question that is really hothering me most
basically, One of the things that this whole reformulation deals with
is how can we improve our foreign trade? That is the bottom line,
There are ~ome other involvements—the CVD—countervailing duty—
the monitoring of the MTN. and all of that. That is all very important,
but what we are really trving to accomplish is a greater share of gioss
national product derived from foreign trade.

That responsibility. ax T see it. Hes with the Department of Com-
merce. Is that the way vou see it ?

Mur. McIntyre. T am sorry I missed your question. Would you please
repeat it ?

M. Leveras. The developmient——the actual nuts and bolts of how
we get the wideet manufacturer in Wichita, Kans.. a medium-sized
business, to be able to find out there are export opportunities and get
those widgets on the market in Germany or wherever-—that responsi-
bility will lie with the Departnient of Commerce ¢
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M. McIxtyre. That is correct.

Mr, Levitas. OK. . _

Hope fully. the Department of Commerce will substantially improve
its outreach ahility in the regional offices where they are not doing
a very good job today and transmit that to the people in the embassy
at Bonn. and somebody over there will got an effective program, not
a *Mickey Mouse™ program. of trade leads, and it will come back,

All of that is an implementation—as T see it—of the trade policy
which tiie Trade Representative is goings to be establishing,

When something goes awry, whose responsibility is 1t? Whom do
we eall?

Me MceInryre, It depends on what your problem is. [f your prob-
lem is that you do not think your constituents who want to get into
expeii markets are being served properly, then you ought to call the
Secretary of Commerce. If vou think the TS, trade policy is incor-
rect, you ought to call the Trade Representative,

I think it depends on the issue.

Mr, Leveras. Can trade poliey. ax formulated by the U.S. Trade
Representative. be meaningfully formulated. not abstractly with a
lot. of economic theories but realistically. without a “hands-on” in-
volvement in the implementation of that policv—the feedback. the
understanding of what really happens, not in those great negotiations
that occur in Geneva. Tokyo. and other places, but what is actually
happeningin terms of implementing them?

Mr, McIntyre. One of the responsibilities of the Trade Represent-
ative is to look at what is actually going on—what laws we have
that might have some impact on our trade position—and to look at
ways we can improve the administ ration of our trade policy.

I think the Trade Representative can develop good policies under
those tvpes of circumstances. But vou also have to remember that the
Trade Representative will be calling upon and using resources and
information developed by the agencies that do have the “hands-on”
experience. We have to keep that in mind.

If what you ave suggesting is that we need a super agency to com-
bine all the trade functions n this Government, Mr. Levitas, T think
we have already seen what nappens when we try to have super agen-
cies and give them responsibility for everything.

I think that where we can establish a Government poliey, and
where we can have accountability for the implementation of that
policy, we see that type of process and structure work better than
where it was all put into one big agencey with one huge bureaucracy.

Mr. Leveras, T understand that. T still get the sense—and this may
be & legitimate reason—that the reason this type of structure is being
proposed rather than making the Department of Commerce the De-
partment of Commer«c and Trade is that, pragmaticallv. the STR,
as you say in your testimony, is a unit that has proven itself in the
policy and negotiating arenas and has won the confidence of a sub-
stantial majority of the private sector and, of course, of foreign gov-
ernments as well. T think it is basically this pragmatic decision which
has prevailed, rather than the idea that there should be a Cabinet-
level agency dealing with commerce and trade, without the fragmen-
tation.



81

What I think is going to happen after the very able people such
as Mr. Strauss and Mr. Askew and yourself and Ms. Kreps are no
longer there is that you are going to find out there is fragmentation,
and there is going to be a great deal of slippage between policy and
implementation. As Mr, Fascell points out. with the new responsibil-
ities that are being given to the Trade Representatives, you are
going to find out that he is going to have to spend half of his time
butting up against three or four other bureaucracies rather than
having control over them. But that, I suppose, is what we have to be
addressing in the next few days, Mr. Chairman.

Mr. McInTyre. I would like to make just two points in answer to
that observation, Mr. Levitas.

_First, you are going to inevitably have conflicts among those agen-
cies that have trade responsibilities because you are not going to be
able to take away, for ~xample, the foreign policy aspects of interna-
tional trade. They are going to have to be in State; someone is going
to have to try to take all these divergent points of view and listen to
them and come up with a trade policy.

Second, T do not think you could have a Cabinet Secretary who
could exercise the role of a neutral broker that we would envision
the Trade Representative exercising, developing and enunciating
trade policy, and conducting trade negotiations.

Mpr. Brooxs. Thank you very much. Mr. Levitas.

There is one last point I would like to suggest to yon, Mr. Mec-
Intyre. That is that you consider OPIC and consider the possibility
of putting it into the Commerce Department where you would have
an option as to who the chairman would be, Yeu are already making
the STR vice chairman: you could have the Commerce as chairman,
or you could have the STR as chairman. It would give you a little
flexibility there. OPIC’s primary responsibility. then, would not be
straight ‘development, but they would have development along with
an investment capability. They would not be in the “giving it away”
detail full time,

Would vou take a look at that? I suggest you look at it between
now and Thursday.

Mr. McIxtyre. Mr. Chairman, T will look at it. I would remind
you that we have just reorganized OPIC.

Mr. Brocks. 1 understand. But we did not have this program going
at that time.

Mr. McIxtyre. We knew it was coming dewr. the pike.

Mr. Brooks. We did not know it. We did not have it all laid out.
When you put IDCA together, it was a logical thing to do—1 agree.
But now that you have this reorganization, it might be more logical
to put it in commerce.

You know what they say about consistency. They say it is a hob-

goblin of little minds. We can change; it does not have to be that
way.
1 now want to recognize the distineuished member of the full com-
mittee. Hon. Paul McCloskey. the distinguished Member from Cali-
fornin, who has independent and outstanding views on a variety of
gubiects. I would like to recognize him now for his comments.

Mr. McCroskey. Thank you. Mr. Chairman. Mr. McIntyre. I came
over from the Merchant Marine Committec hearings this morning be-
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cause of this trade reorganization plan. T want to commend you on
it. It seems to me have the right thrust and the direction.

But you spoke of section 301 of the Trade Act. I want to read you
subsection D (2).

Upon complaint filed by an interested party with the Special Representative
for Trade Negotiutions, allegiog any such restriction, aet, policy, or practice
that is discriminatory by a foreign government, the Special Representative
shall conduct a review of the alleged restriction, act, policy, or practice and at
the request of the complainant shall condnet publie hearings thereon.

With respect to section 301 of the Trade Aet and this effort to
upgrade the Seceretary of Commerce to handle trade policy. T wonder
why vou have not upgraded the maritime policy which also falls
under the Secretary of Commerece and the Assistant Seeretary of
Maritime Atfairs who, of late. has had the same problems that U.S,
exporters have had with foreign diserimination. Presently there is
no real means for an American shipping company to complain of a
diseriminatory practice under section 301. To date, the Special Trade
Representative has never considered the word “practice” under sec-
tion 301 as testifving his intervention on behalf of an American
shipping company.

Did you consider this problem in the reorganization plan?

Mr. Mclxrtyre. We gave some consideration to the area of maritime
policy. Our initial decision was that. while mavitime policy certainly
1s trade-related. it is not so much trade-related that it should be given
some special status outside of its current status in the Department of
Commerce,

Mr. McCrosgry. Let me quote to you from the President’s message.
I tried to do thisin aletter to you last Friday so that you would be pre-
pared on this point. In the trade reorganization bill, the President’s
messago said this:

Current arrangenents lack a central authority capable of planning a coherent
trade strategy and assuring its vigorous implementation.

On July 25, the President wrote the Merchant Marine Committee,
and he said in almost identical words:

Perhaps most importantly. the Federal Government itself must begin to address
maritime problems in a more unified and coherent way.

Mr. MelIntyre, if we must address maritime problems in a more uni-
fied and coherent way, if that is the President’s direction, that means
that somewhere in the Commerce Department it is not being addressed
in a coherent and unified way. Perhaps T can remind you of why it is
not; it is because the Federal Maritime Commission is conducting for-
eign negotiations. We have seen Chairman Bakke go to Russia; we
have seen Chairman Daschbach deal with the Koreans. Surely, if we
are to have a unified and coherent maritime policy, the ideal place for
it is in the Office of the Special Trade Representative.

T ask that question vith reason. In Jn{)' and August, after we got the
President’s message, the staff of the Merchant Marine Committee ap-
proached the staff of OMB and said :

What can we do in this reorganization to achieve a coherent maritime policy?
The President has said thuat the Assistant Secretary for Maritime Affairs will be
his primary spokesman, yet today he has no means to protect an American ship-
ping company ugainst foreign discrimination.
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Mr. McIntyre. My understanding, Mr. McCloskey, is that some of
those prol)]clmthat vou have raised about dealing with maritime policy
under section 301 were addressed in the agreements that this Congress
approved.

You may want to pursue this with the Special Trade Representative.

Mr. McCroskry. The 1979 Trade .\ greements Act ?

Mr. MeIntyre. My undoumndnw is that section 301 was amended
to permit the T «de Representative to consider and deal with mari-
time issues. You may want co explore that further with him,

Mr. McCroskey. Do you feel he should? Do you envision in this re-
organization that the Special Trade Ropro%ntatlvo now has the mari-
time responsibility ?

Mr. McIxTtyre. To the extent that the statute gives him that authori-
ty under section 301.

Mr. McCroskry. What reason is there for them to continue the Fed-
eral Maritime Commission as the negotiator?

Mr. McInTyYre. The cu rent statutes give the Maritime Commission
some widespread authority for regulation.

Mr. McCroskey. Regulation. yes: but. what about negotiation with
foreign governments?

Mr. McIxryre. T am not familiar with the types of negotiation the
Maritime Commission conducts with foreign governments, I would
suggest. that you ask the Trade Representative.

Mr. ‘\I((‘Losm.r Am I correct that, as part of this reorganization.
you are tryving to upgrade what is (ommonl\ referred to as the “sick
person of the Cabinet” —the Secr etary of Commerce?

Mr. McIxrtyre. T have not referred to the Comimerce Secretary as
the “sick person of thn (C'abinet.”

Mr. McCroskey. T do not mean to be condemning Mrs. Krens in
any way: this was long before her time when this do&lgnatlon was
created—that the Cabinet Secretary of Commerce had very little
power and some responsibility. But this is clearly upgrading the See-

retary of Commerce,is it not ?

Mr. McINTyre. T think it is upgrading the Department of Com-
merc, certainly. It is giving a department in this Government pri-
mary 1esmms1b1ht\ for trade issues. T think that is important.

Mr. McCroskey. Ninety-five percent of our trade is carried on ships.
That makes the cohesion of our maritime policy a responsibility of the
Secretary of Commerce. 1 am trying to find out if you even address the
maritime problems in this 1'(‘01'<ranuat10n.

Mr. McInTyre. As I said. we looked at some of the areas of mari-
time policy. The President’s statement, as I recall, said that the Mari-
time Administration would serve as the lead spokesman on maritime
matters. This administration is in the Department of Commerce. The
Secretary of Commerce fully participates in the establishment of
trade policv as well as a member of the Trade Policy Committee. We
think that linkage is sufficient.

Mr. McCroskey. The one thing I do not think is sufficient—and I
am quoting the President—is this. He said :

Perhaps most importantly the Federal Government itself must begin to ad-
dress maritime problems in a more unified and coherent way.

Have you addressed that point ?
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Mr. McINTYRE. No; not in this proposal.

Mr. McCroskey. That is a fair answer. If you have not, my concern
is, how do we ?

Mr. McINTyRE. We are looking at trade policy.

Mr. McCrLoskEy. But you know, 95 percent of our trade is carried
on ships, is it not ? .

Mr. McInTyYRE. Yes; but there are a lot of other issues involved in
the maritime area than just trade policy: the regulation issue, the
subsidization of the construction of various types of ships, and so on.
There were references in the President’s statemen! to dry bulk car-
riers. We are trying to help promote some growth in that area in this
country. Tliere are many other issues involved in maritime policy
than just trade.

Mr. McCroskey. I appreciate that, but in view of the 1979 Trade
Act amendment which does give the STR some responsibility-—
and, as I say. I quote only the President when he refers to the fact
that with State, Commerce, Treasury, and the Defense Department
all involved with the FMC, an independent agency in international
negotiations—clearly, there is need for a more coherent policy.

I just want to—if I cun—hold vour feet to the fire a little and hope
that we will get the same kind of reorganization policy on maritime
that vou brought forward on trade. As I said, I think the trade pro-
posal is appropriate; I am just sorry it did not extend to maritime as
well hecause you have the same problem.

Mr. McIntyre. T would just reemphasize the one point T made
about the fact that the Maritime Administration has a link to the
development of trade policy through the Secretary of Commerece.
T would expect that if there ave serious trade implications in the Mari-
time Administration’s areas of responsibility, those could be focused

through the Seeretary of Commerce at the Trade Policy Committee’s
leliberations and be dealt with there.

Mr. McCroskey. Thank you.

Thank you, Mr. Chairman, for the courtesy.

Mr. Brooks. I want to thank you very much. Mr. McCloskey, and 1
hope this bodes well for our maritime development because I am
mightily coi:cerned \. ith that, inyself.

Mr. McCroskey. Mavbe we should ask the witness: You are not
going to come up with cargo preference again, are you. as a means of
enhancing trade policy ¢

Mr. McINnTvRE. I am not aware of any such proposal.

Mr. McCroskey. I think it was only the Secretary of Commerce in
the President’s Cabinet that proposed cargo preference 2 years ago.
Myrs, Kreps may correct me if I am wrong, but T thought the other
Cabinet Secretaries all disagreed with her on cargo preference.

Mr. Brooxks. Thank you very much.

Thank you, Harrison ; thank you. Eric. Tt is nice to see you all again.

Our next witness is the Secretary of Commerce, Mrs. Juanita Kreps,
whose charm is exceeded only by her competence and capability.

Mre, Krers. Thank vou, Mr. Chairman,

Mr. Brooxs. She is a respected member of the economics faculty
at Duke University, where she served as professor, assistant provost,

and vice president. She has been Secretary of Commerce since Jan-
uary 20,1977,
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Although she has, regretfully for us, submitted her resignation to
the President, we were particularly anxious that she come in and
testify since she has led the planning for this major restructuring of
the Department of Commerce.

Shoe 1s accompanied by Homer Moyer, Jr., counselor, who has been
with the Department since April 1976 after coming from private
practice.

Where did you practice, Mr. Moyer ?

Mr. Moyer. With a firm here in Washington.

Mr. Brooks. We welcome you here today and look forward to your
testimr,ny. You may summarize your statement if you would like, or
proceed in any manner that you see fit.

STATEMENT OF JUANITA M. KREFPS, SECRETARY, DEPARTMENT
OF COMMERCE; ACCOMPANIED BY HOMER MOYER, JR., COUNSEL

Mrs. Kreps. Thank you, Mr. Chairman,

In view of the time, I shall be fairly brief in summary, but I am
submitting a longer statement for the record.

Mr. Brooks. Without objection, it will be included in the record.

Mus. Krers. It is a pleasure for me to be here to share with you our
plans for what we hope will be a very successful implementation of
the administration’s trade reorganization proposal.

We in the Commerce Department have given this issue top priority
for many months and we believe that we have been able, working with
OMB and the STR. to develop a plan under which the Department of
Commerce will contribute significantly to the primary goal of trade
reorganization. That is, the goal of providing an improved capacity to
strengthen the export performance and the import competitiveness of
American goods and services.

Wo find ourselves, as you have roted, in a new era in trade relation-
ships. The successful implementation of the Tokyo round *rade agree-
nients will move us forward to even greater integration with the
world economy. The MTN will offer us new opportunities, but we shall
have to work at maximizing the benefits to our economy, particu-
larly because global competition is expected to intensify in the eighties.

In the decade ahead., many less-developed countries will become
stronger exporters of consumer goods and midlevel technology prod-
ucts. This wil} increase U.S. imports, and it will also push the indus-
trialized nations more heavily into the production of eapital goods and
higher technology exports. The U.S. export position will be challenged
more directly than ever before. Increased competition, coupled with
more open markets, will have a profound offect on our economy and
our growth, International trade will become one of the major factors
affecting the performance of U.S. industrv. Some industries will
prosper while others will faiter in the face of increased competition.
Therefore, how we deal with trade gre sth will materially affect all
Americans.

There is a great deal that we can and must do. What is called for is
nothing less than a complete reorientation of our thinking on trade.
We have traditionally treated international economic policies, domestic
economic f)olicies. export development policies, and policies nffecting
individual industries as though they were unrelated. Today, world
trade has become too important to the health and growth of the Amer-
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ican economy to be treated as a separate and somewhat peripheral
issue.

Reorienting our thinking on trade policy is not easy. But if the
eighties are to be different, we must make at least three fundamental
changes.

Filg:f: We must elevate the priority of trade in the hierarchy of our
national objectives. We must follow the lead of our successful compet-
itors and always keep before us the question—“How will this affect our
trade ?”—when we consider tax policies, investment policies, antitrust
actions, environmental and regulatory actions, and all the other poli-
cies that have a fundamental effect on international competitiveness.
Bringing this about will be neither easy nor inexpensive. Some vested
interests and some domestic priorities will need to move over to make
room for enlarged importance of trade. '

Second : We have to link our trade policies more closely to domestic
policies affecting industry. We have to recognize that our competitive-
ness depends on far more than what we do at the border; that we can
improve our competitive position only if we improve our technology
and our pace of innovation, our investment in plants and equipment
and, hence, our productivity. Our trade policy thinking must reflect the
fact that trade problems are industry problems. Qur failure to address
them as such is partly responsible for our inability to deal with the
trade challenges of the past two decades.

Third: Many businesses need to reorient their thinking, for many
businesses, and Government too, have focused their energies on the
domestic economy. Too often, import compctition has been taken
lightly and export markets have been ignored. But we are no longer
an insulated, sclf-sufficient continental economy, and we must not con-
tinue to act as if we were.

With the increased openness of markets resulting from the multi-
lateral trade negotiations and increased competition in the eighties,
T1.S. business will have to find more of its sales growth in foreign
markets.

The Government. can help, particularly by removing obstacles and
disincentives to increased export efforts, The Department of Com-
merce will be devoting increased attention to identifying obstacles to
export expansion, calling them to interagency attention, and searching
for ways to remove them. The Government can also increase its efforts
to help business locate and exploit export opportunities, to insure ade-
quate export financing, and to obtain fair and open access to foreign
markets.

For our part, reorganization of the trade functions with Govern-
ment is the vital first step in improving the export performance and
import competitiveness of American goods and services. If the reorga-
nization is to be successful, trade responsibilities of Government inust
be centralized and streamlined.

I shall omit, Mr. Chairman, describing for the subcommittee the pro-
posed structure and division of responsibilities. A brief description is
included in the full text, which has been submitted.

In addition, the detailed departmental reorganization plan has been
submitted.

I would like, however, to comment briefly on that part of the plan
providing for improved industrial analysis.
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Increasing the vitality of domestic industry is the only way to meet
international competition. A wide variety of Commerce and other
agency programs are directed toward this objective. However, there 18
a compelling need for the Federal Government to develop a stronger
and more comprehensive industrial analysis capability.

The Department will be taking several steps to strengthen its re-
sources devoted to industrial analysis. The cornerstone of this up-
graded capability will be the new Bureau of Industrial Analysis.
Located in the Chief Economist’s Office, it will be modeled after our
highly regarded Bureau of Economic Analysis and will provide up-
graded and highly professional industry analysis to serve the needs of
government policymakers and industry.

In summary, Mr. Chairman, by consolidating trade operational re-
sponsibilities in the Department of Commerce and upgrading our sec-
toral analysis capability, the administration’s trade reorganization
plan draws upon a major departmental strength—the ability to link
trade to policies affecting domestic industries. Trade problems are
industry problems, and until we address them as such we cannot expect
a fundamental improvement in our trade performance. :

To meet the challenge of the eighties, we must coordinate our efforts
in such a way as to gain maximum advantage from the MTN, and
adopt measures that will help U.S. industries to increase their
competitiveness.

The reorganization provides the essential ingredients: a higher
Government-wide priority on trade: concentration of nonagricultural
trade implementation responsibilities in one department; clearer
channels for future trade policy decisions: and a heightened attention
to the analysis and solution of the problems facing U.S. industry.

The reorganization will result in a considerably strengthened De-
partment of Commerce—one well equipped to monitor and enforce
trade rules in a manner which will protect U.S. rights while insuring
that U.S. obligations are carried out; and one better equipped to
promote, foster, and develop the foreign trade of the United States.

Thank you, Mr. Chairman.

Mr. Brooks. T want to thank you very much, Madam Secretary,
for a very excellent statement. I erjoved it; I agree with it; I think
it is a fine statement: it certainly is a blueprint for progress for
American industry and products as they relate to our foreign trade.

I have a couple of questions I would like to go over with you.

The plan calls for the transfer of trade promotion and commercial
functions performed in full-time overseas positions. Do vou know
how many positions will be transferred to Commerce? Could you
give us, for the record, a list of those countries affected by these
transfers?

Mirs. Kreps. We will provide that for the record.

We are, as you know, transferring all full-time commercial officers.

Mzr. Brooxs. We will need that for the record by Thursday. I have

the list here, but they nced to clear it with OMB. I am sure you can
get that resolved.

Mrs. Kreps. Yes, sir.

Mr. Brooxs. Without objection, it will appear in the record at this
point.

[The material follows:]
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Under the reorganization plan, all full-time
commercial representation positions are to he Lrans-

ferred from State to Commerce.

are these positions located?

In which countries

The countries in which the 162 commercial positions
are located are listed below.
variations (principally where political considera-
tions override commercial considerations) in the
final list of locations where Commerce officers are
posted when the reorganization takes effect.

Canada

Japan

West Germany
United Kingdom
Mexico
France
Brazil
Venezuela
Italy

saudi Arabia
Australia
Netherlands
Balgium/Luxem.
Korea
Switzerland
Spain
Argentina
Hong Kong
Nigeria
Sweden

India

South Africa

Colombia
Singapore
Indonesia
Ecuador
Israel
Egypt
Norway
Chile
Greece
Turkey
Thailand
Peru
Yugoslavia
Malaysia
Denmark
U.A.E.
Austria
Panama
Guatemala
New Zealand
Algeria
Pakistan

There may be a few

Finland
Dominican Republic
Portugal
Costa Rica
El Salvador
Iraqg
Honduras
Bolivia
Morocco
Zaire

Ivory Coast
Uruquay
Liberia
Ghana

Iran

Kenya
Nicaragua
Czechoslovakiza
Hungary
Poland
Romania
USSR



Mr. Brooks. What will be the criteria used for determining which
new posts in overseas countries will be assigned commercial attachés?

Mrs. Kreps. Within the overall constraints of the total number avail-
able to us, we will make the decisions how to allocate them on the basis
of our best estimate, in general, of what the market potential of the
different countries is and what the industry needs are in meeting that
potential.

The basis, in turn, on which we would estimate those two functions
is the question of the requests for inforination that we get for overseas
trade, the total present U.S. commercial representation in those coun-
tries, total manufacturing exports, and other criteria of that sort.

Mr. Brooxs. What relationship will the commercial attachés have
to the American Ambassador, and will the Ambassador be involved in
developing markets for American goods and services #

Mrs. Krers. As Mr. McIntyre explained, the commercial attachés
will have a reporting responsibility to the Ambassadors. They will,
of course, be hired by us and trained by us. But within the mission
overseas, there will be a close working relationship between the com-
mercial attaché and the Ambassador.

To turn to the second part of your question, we would expect the
Ambassador to continue his commercial operations abroad and to give
us the resources and his efforts in that regard.

Mr. Brooks. What do you intend to do to insure that the commereial
officers of the Department of Commerce are responsive to the lead role
of the Ambassador as chief of mission for the United States?

Mrs. Kreps. The staffing patterns and position description, the
organizational structures within the missions, will continue to provide
that this reporting responsibility will hold.

Mr. Brooks. And the reporting that you have already mentioned.

Mrs. Kreps. Right.

Mr. Brooks. The commercial attachés of the Foreign Service now
consider themselves as part of a rather special corps. How do you
expect those who will be performing trade promotion and commercial
funi:tigons for the Commerce Department oversezs to perform these

oals
. Mrs, Kreps. Is the question how we would organize them ¢

Mr. Brooks. Yes. How do you expect to organize those that will be
from the Foreign Service if they are going to be performing trade
promotion and commercial functions for the Commerce Department ¢
Are you going to have an indoctrination for them? Are you going to
have a little visit with them? Are you going to explain to them that
they are getting out of their striped suits and into their working
clothes?

Mrs. Kreps. These are very professional people. We would expect
them to make the decisions about the striped suits, but we would
indeed do a training and indoctrination, if you would, on the com-
mercial aspects of their posts. They are not unfamiliar with that but
their different responsibility to the Secretary of Commerce would have
to be laid out in some detail.

Mr. Brooks. And you are going to work on their personnel system
so that their benefits are commensurate with those of the Commerce
Department and the State Department when they are performing the
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same function there? You may have to take a look at that because
bureaucrats are very sensitive about those a rrangements.

Mus. Kreps. Yes.

I think we have come to a satisfactory resolution of that. Perhaps I
could ask Mr. Moyer to speak to that. for just a moment?

Mr. Brooks. Mr. Moyer?

Mr. Mover. Mr. Chairman. we have reached agreement with the
State Department on a number of the issues you vaised, including the
question of privileges and benefits, Under the new Foreign Commer-
cial Service, those privileges and benefits will be ¢ mivalent, from the
question of diplomatic passports through all of the administrative
questions, so that a transfer from the Foreign Serviee and the State
Department to the Foreign Commercial Service would not entail any
penalty in terms of those Denelits.

Mr, Brooxs. Mr. Moyer, will the commereial officers who move from
State to Commerce be given an opportunity to return to State if they
desire? If 162 positions. roughly, are eliminated from State, will that
not greatly limit the ability of State’s capacity to accept the return
of those officers?

Mrs. Krers. They will be allowed that privilege, Mr. Chairman.
There are 162 positions, as you indicate, :

It is not our thought that this would create a difficulty for the State
Department because they would be phased in over a transition period
of several years as their jobs wind down. Therefore, we would oxll)ect
the State personnel system to be able to absorb them in this gradual
fashion.

Mr. Brooks. Would you provide for the record any projection you
have made on attrition—projected attrition—of the personnel in-
volved ?

Mrs. Kreps. Yes, sir.

Mr. Brooks. Without objection, it will appear in the rvecord at this
point.

[ The material follows:]
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Attrition Question

Angswer

Under the Reorganization Plan No. 3 and the Memorandum
~of Understanding between State and Commerce, approximately
162 Foreign Service Commercial and Trade Promotion positions
will be transferred to the Department of Commerce.

Of these 162 positions, 30 are currently filled by
Department of Commerce employees serving at overseas missions,
or are vacant. It is the remainder, or roughly 130 Foreign

Service Officers of the Department of State who are the focus

of the attrition question.

Sixty of these 130 Foreign Service Officers are eligible
for reassignment in calendar year 1980. The agreement between
The Departments of Commerce and State directly addressed this

issue in the following ways:

In the interests of sound management, however, the
Department of Commerce agrees that all such occupants
of these positions may complete their scheduled tours
of duty. 1In its discretion, Commerce may offer For-
eign Service Officers in such positions additional
FCS tours after completion of present assignments.

To facilitate this transition, Commerce will accept
details by State into FCS positions of a minimum of
105 State Department Foreign Service Officers from
the Economic/Commercial cone in the first year of
the Service's existence, a minimum of 90 officers
in the second year, a minimum of 75 in the third
year, and 60 in the fourth year. 1Included in
accounting for these positions will be any State
Department Foreign Service Officers who permanently
join the Foreign Commercial Service. Commerce will
establish mutually agreeable procedures governing
conversion to the FCS of those Foreign Service
Officers who wish to do so.
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. The existing exchange agreement will continue in

force, and efforts will be made to carry it out

on a reciprocal basis.

In the fourth year, the two agencies will evaluate

their experience under the Memorandum of Understand-

ing and the Exchange Agreement and develop arrange~

ments for ongoing exchanges at all levels on a

mutually-agreed, reciprocal basis.

The 60 Foreign Service Officers whose current tours of
duty are completed in 1980 will have various options:

(1) routine reassignment to another position in the Depart-
ment of State; (2) an assignment on detail to an FCS position
at an overseas mission or to the Department of Commerce in
Washington, D.C.; or (3) transfer to the Department of Com-
merce. The same pattern would exist during the next four
years. Foreign Service Officers of the State Department will
be encouraged by the Department to broaden their experiences
with details to the Department of Commerce, domestically and
overseac.

It is contemplated that by the fourth year, the combina-
tion of continuing details to the Department of Commerce,
other agency assignments, and 6ther State Department positions
for training, as well as normal attrition through retirement
and resignation and adjusted intake, will bring the number of
positions and of Foreiyn Service Officers of the State Depart-

ment into a new balance. This will compensate for the transfer

of positions to the Department of Commerce under Reorganization

Plan Number 3.



Mr. Brooks. How does the Department of Commerce view its trade
policy responsibilities under the administration’s reorganization plan,
and how do you plan to execute those responsibilities?

Mrs. Krers. You are speaking now to the trade policy aspects of
our work ?

Mr. Brooxs. 'The Trade Policy Committee.

Mrs. Kreps. The formulation of poliey is, of course, complicated
business. We have two major roles to play in that. We will serve on
the Trade Policy Committee under the direction of the USTR, but we
will also be working day-to-day on the programs and the implementa-
tion.

It is virtually impossible to separate the actual carryving out of pro-
grams from the formulation of policy since it is in the implementa-
tion that one gets the hard questions and has to carry them forward
under the aegis of some policy framework.

We think the Commerce Department and the USTR can work to-
gether very well in this regard since we have done so most recently
in the MTN negotiations. We have staffed and worked with
Mr. Strauss throughout those negotiations and he has been very com-
plimentary of our role. We think that we would be able to play a role
and have a voice in the formulation of policy, which would be a ver
constructive voice. We do not expect to have difficulties in that regard.

Mr. Brooxks. In what way does the Department of Commerce intend
to exercise its responsibility as a nonvoting member of the board of
the Export-Import Bank, and does the Department intend to take an
active roie in deliberations of the board ? Or do you anticipate that it
will just be a pro forma membership ?

Mys. Kreps. On policy decisions by the Fximbank, we would expect
to play a role. Obviously, we would not expect to get involved in day-
to-day decisionmaking by the Eximbank.

But if, for example, we are going to carry on our export develop-
ment function, it follows that we need to alert American firms to the
opportunities of financing by the Eximbank. We would, therefore,
need to know a good deal about the Eximbank’s policies and
practices. We could provide a liaison which we think is essential.

Mr. Brooks. How does Commerce plan to structure ntidumping
and countervailing duties to avoid the present deficiencies?

Mrs. Kreps. First of all, the primary problem with the antidump-
ivrérg, countervailing programs seems to have been inadequate resources.

e expect that there will be considerably increased resources for those
Rrogra;-_xs. Those increases wouid have occurred whether or not there

ad becn a tra‘ie reorganization, but they will be t.» our advautage in
this case.

Let me elaborate on that for just a moment. We will be hiring about
130 new Commerce employees to work in these areas. But beyond that,
we have structured the countervailing, antidumping functions direct-
ly under an Assistant Secretary for Trade Administration, therefore
giving those programs a very much greater visibility and greater im-

portance in the Department of Commerce than they have had before.
t is a matter of putting the functions in the Department where trade
itself is the primary goal.

Mr. Brooks. Mr. Horton?
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Mr. Horrox. Thank you, Mr. Chairman.

Mrs. Kreps, we certainly want to thank vou for being here with us
toda\' We commend you for the work that vou have done in this re-

organization plan.

During the course of vour testimony and while the chairman was
asking yvou question=. I had occasion to look at this supplement that
you furnished us on the Department of Com:merce proposed trade re-
organization plan.

Incidentally, Mr, Chairman. I am not sure if it is in the record, but
I think it would be importaat to include it in the record because it does
give a detailed analysis of the various bureauns. Aszistant Secretaries,
and o on being proposed in thix organization. I think the members
would be very interested in seeing it, and it should be a part of the
record.

So. T would ask unanimous consent that that be included.

Mr. Brooxs. Without objection, it will be included in the record at
this point.

[The material follows:]
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DEPARTMENT OF COMMERCE

PROPCSED TRADE REORGANIZATION PLAN

SECRETARY OF TRADE AND COMMERCE

The Secretary of Commerce will become the Secretary of

Trade and Commerce and trade matters will be the Secretary's
principal responsibility. The Department of Trade and
Commerce will become the one cabinet dspartment whose
principal responsibility is trade.

The Secretary will be ultimately responsible for the
following areas of trade activity: export expansion,
including both overseas and domestic commercial services;
export administration, particularly the export control
system; and import regulation programs of antidumping,
countervailing duties, and Section 337 cases.

The Department will have a key role in trade policy develop-
ment and will provide much of the staff and operational base

for negotiition and program responsihilities of the United
States Trade Representative (USTR).

The Secretary will serve as an ex-officio member of the
Board of the Export-Import Bank.

As chief operational officer of Trade and Commerce, the |
Secretary will assure that other elements of the Department
whose activities relate to international trade shall

appropr iately support and coordinate with the Under Secre-
tary for Trade. Included among these activities are
industry sector acnalysis, business development loans, census
trade statistics, trade adjustment assistance for businesses
and communities, minority business development, industrial
productivity analysis, maritime, industiial innovation,

cooperative technology, product and industrial standards,
and secretarial field representation.
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UNDER SECRETARY FOR TRADE

The Under Sacretary for Trade will be responsible for overall
development and management of the trade functions in the
Department of Trade and Commerce. In the Secretary's abisence,
the Under Secretary represents the Department on the "rade
Polizy Committee and as ex officio member of the Board of
Export-Import Bank of the United States. The Under Secretary
will meet with foreign visitors both in the United States

and abrcad to discuss a broad range of trade matters.

The Under Secretary also coordinates trade regulation, trade
policy and programs and trade development to snsure con-
sistency between Administration policy and trade operations.
To accomplish this, the Under Secretary oversees coordination
hatwesn and among the following areas: ’

0 investigation/determination functions and the import
policy recommendation function;

o sectoral analysis capability and trade policy and
regulasery functions;

o industrial innovation and trade developrent.

The Leputy Under Secretary will sexrve as the principal deputy
for the Under Secuetary for Trade. In %the Under Secretary's
absence, the incumbent is to act in place of the Under Secretary
in 211 matters pertaining to trade. The Deputy Under Secxetarv

will have no direct operational or program responsibilities.
The Peputy Under Secretary will:

© Be responsible for oversight of day to day coperations
to ensure that these activities are conducted efficiently
and smoothly. .

© Be responsible for the administrative functions (e.g.
agency level personnel, budget, adwministrative services,
and others).
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ASSISTANT SECRETARY FOR TRADE DEVELOPMENT

The Assistant Secretary for Trade Development will be
responsible for carrying out the policies and programs of
the Department to promote world trade and to strengthen
the international trade and investment position of the
United States.

In carrying out these functions, the Assistant Secretary
will be responsible for conducting the Department's programs
for participation in international trade fairs, trade
missions, and other overseas trade promotions; programs
conducted within the United State3 to expand the export-
consciousness of American firms and to facilitate entry into
international trade; and efforts to provide assistance to
American exporters through the facilities of the U.S.
Commercial Service and the Foreign Commercial service., Vith
xespect to East-West trade, the Assistant Secratary will be
responsible fov conducting the Department’s prcqgram for
expanding trade and investaent in Communist couutries, and
for the formulation and analysis of policies with respect to
U.S. commercial policy in those countries.

The Assistant Secretary will be the person responsible for
managing and closely coordinating the related trade expansion
responsibilities of the Poreign Commercial Service, the
Domestic Crmercial Service, and the East-West Trade ahd Export
Davelopment units in Washington. This orcanizational structure
will allow, for the first time, management by one person of
export expansion activities of the Poreign Commercial

Officer in, say, Kuwait, the Domestic Commercial Officer

in Indiannapolis, and the relevant trade specialist in
Washington. It will not only assure unified management of
these functions, but will also allow rotation of personnel
among the three areas so that coordinated services will be
available from point of manufacture to point of sale.

The Assistant Secretary shall advise the Secretary and Undex :
Secretary of poljcies and programs relating to these functions. The
Assistant Secretary will represent the Department on the

Board of the Foreign Service and in other matters relating

to the commercial responsibilities of the Departments of

State and Commerce. The Assistant Secretary will be the

National Export Expansion Coordinator.

The specific programs and activities for which the Assistant
Secretary is responsible are detailed on the following pages.
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FOREIGN COMMERCIAL SERVIC

The Fcreign Commercial Service is responsible for assisting
American business abroad through counseling, marketing data,
project development assistance and liaiscn with foreign
government agencies. The Service provides direct support to
rade and Ccmmerce (TAC) qverseas prcmotional activities
such as trade missions, trade fairs, and procurement
cocnferences. It is responsible for the development of market-
ing and commercial intelligence through the Worldwide
Information and Trade System (VITS} for dissemination to the
American business community.

The members of the Service will serve as part of the U.S.
tmbassy staffs and will report directly to the Ambassacor or
Chief of Mission in each country. The Foreign Ccmmercial
Service will provide personalized assistance to American
business persons abroad by providing support ¢o Export
Development Cffices, trade missions, fairs, catalog shows and
other activities. The Service will develop trade leads,
identify potential agents/representatives and develop other
commercial intelligence for transmittal to the East-West
Trade and Export Development units in wWashington andéd the
U.S. Commercial Service. 1t also will develcp informaticn
and repsrt to Trade and Commerce on foreign commercial and
irdustrial trends. The commercial intelligence cata
obtained by the Service will be disseminated in part through
the WITS. The Service. will provide support ¢t~ TAC units in
import and export adninistration and menitori.ng of mulei-
lateral trade azreements. It will assist U. S. business
rersons in resolving trade complaints against foreign firms
and governrents.



U.8. COMMERCIAL SERVICE

The U.S. Commercial Service represents Trade and Commerce

with the business ccmmunity in the United States. It provides
business with information, technical assistance and counseling
on export and investment matters. The Service assists in
identifying potential U.S. exporters and participants in
overseas promotional events.

The Service administers a system of district offices,
currently 43, located in commercial centers throughout the
United States. It offers U.S. firms counseling on overseas
marketing, technical export information, guidance on the
marketing opportunities, and advice on marketing strategies.
The service conducts seminars, workshops, and conferences. It
utilizes Export Development and East-West Trade information
services, including the Worldwide Information and Trade
System (WITS). The Service assists in obtaining commercial
information from U.S. firms for use in Export Development planning
and evaluation. It also adviges the business community of
significant trade developments, trade policy issues and
technological developments.

The U.S. Commercial Service publishes Commerce Business Daily.

The U.S. Commercial Service will include a staff of 353.
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EXPORT DEVELOPMENT

The Export Development unit has primary responsibility

for planning the export development programs in non-Communist
countries. 1Its mission is to expand U.S. exports. It
develops promotional programs conducted by the U.S. and
Foreign Commercial Services and provides them with analytical
and technical support.

This unit performs the program planning and evaluation
activities for the Assistant Secretary and has responsibility
for determining program priorities for the Poreign and U.S.
Commercial Services. It supports overseas promotional
activities through management of Export Development Cffices,
development of overseas trade miasions, sponsorhsip of special
missions, and other trade and inveatment activities. This
unit, particularly its staff of country commercial experts,
is responsible for providing counseling services to U.S.
business on foreign markets, for market research, and for
technical support to other units of Trade and Commerce (TAC).

This unit supports staff for Trade and Commerce information
programs, inciuding the Worldwide Information and Trade
System (WITS). Such inforrmation is disseminated through

the Foreign and U.S. Commercial Services for use by the U.S,
business community. This unit alsoc conducts a nationwide
campaign on export awareness through specialized counseling,
seminars, publications, joint industry/government activities,
and assistance in competing for major overseas projects. The
Foreign Commercial Service stages promotional events and the
U.5. Commercial Servica assists in identifying participants.

Additionally, this unit coordinates the program activities
of the President's Export Council which provides advice from
the private sector to the Secretary and the President on
issues relating to export expansion activities.

The Export Development unit has a staff of 450.
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EAST-WEST TRADE

The East-West Trade unit, established in 1972 to foster
commercial and economic relations between the United Ekates
and communist countries, helps American firms conduct business
in communist countries; develops and explains East-West trade
policy; strengthens governmental mechanisms for expanding
trade; and expands understanding of issues and opportunities
in East-West trade.

This unit conducts the day-to-day bilateral commercial con-
tacts with the embassies and other communist government
entities in the U.S. It provides support for the Cabinet-
level joint economic commissions, seeks resolution of com-
mercial problems, and assists in thu development of commercial
policy toward individual communist countries. It collects,
analyzes, and disseminates information about economic condi-
tions, trade-related laws and regulations and market op-~
portunities, and advises U.S. firms on country oriented
trading problems. It also maintains day-to-day liaison with

the major private U.S. bilateral councils on eight individual
communist countries.

This unit offers practical services to help U.S. firms promote
and market products in communist countries. It conducts
briefings un "how to do business", arranges contacts between
U.S. business and foreign trade organization officials, dis-
seminates information on business opportunities in communist
countries; and assists U.S. firms in transaction problems
involving Federal agencies. 1In addition, this unit plans,
recruits for, and manages trade promotion events such as

fairs, technical sales seminars, and catalog shows in com-
munist countries.

Laatly, this unit formulates, znalyzes and makes recommendations
about legislative and broad policy issues arising in East-

West trade. It studies trade poteatial, balance-of-payments
projections, econometric modeling of communist economies, and
the economic impact of East-West trade on the United States,

its communist trading partners, and other nationa. It also
maintains a major statistical data base on East-West trade

and provides analyses of trade trends.

The unit has a staff of 92.

,
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ASSISTANT SECRETARY FOR TRADE ADMINISTRATION

The Assistant Secretary for Trade Administration will have overall
responsibility for the management and operation of the principal
programs involving the regulation of imports and exports. The
incumbent advises the Under Secretary and Secretary on the
policies and programs relating to trade administration.

The Assistant Secretary is responsible for import administration:
antidumping investigation and enforcement and countervailing

duty investigation and enforcement. The Assistant Secretary will
be directly assisted by an Office of Antidumping and Countervailing
Duty Policy of 15 people. '

The Assistant Secretary is responsible for export administration:
export licensing and enforcement, including national security,
foreign policy, znd short supply export controls.

The Assistant Secretary is alsc responsible for a number of special
regulatory programs: antiboycott compliance, industrial mobiliza-
tion, foreign trade zones, unfair import practices, (§ 337) national
security investigations, and several other statutory import
‘programs.

The specific programs and activities for which the Assistant Secretary
is responsible are detailed on the following pages.
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IMPORT ADMINISTRATION

The Import Administration unit is responsible for the
investigation of antidumping and countervailing duty cases.
Following investigation, this unit makes a formal recommendation
for disposition of the case. o

In countervailing duty cases, this unit investigates and
determines whether a subsidy is being provided with respect

to the manufacturer, production or exportation of merchandise
imported into the United States. As part of the same process,
the International Trade Commission (ITC) investigates and
determines whether an industry is materially injured or is
threatened with material injury. If both of these determinations
are positive, a countervailing duty is imposed in ‘the amount of
the net subsidy determined to exist. ]

In antidumping cases, this unit investigates and determines
whether merchandise is sold or is likely to be sold in the
United States at less than fair value. As in countervailing
duty cases, the ITC investigates material injury. If both
determinations are positive, an antidumping duty is imposed,
equal to the amount by which fair foreign market value exceeds
the U.S. price of the merchandise.

In addition to these two functions, this unit will also include
the following import related activities:

Unfair import practices (8 337 cases) involve the investigation and
determination as to whether unfair methods of competition or
importation cause substantial injury to domestic industry. The
vast majority of current actiors involve claims of patent infringe-
ment.

The foreign trade zone program evaluates and processes applications
by port communities seeking to establish limited duty free zones
as part of local economic development programs.

‘Special statutory import programs relate to the import of quota
allocation watches and watch movements from U.S. territories,
and the import of educations, scientific, and cultural materials
by nonprofit institutions pursuant to the Florence Agreement.

The Import Administration unit will consist of 310 persons.
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EXPORT ADMINISTRATION

The Export Administration unit is responsible for export
controls for reasons of national security, foreign policy, and
short supply. The major functions of the progranm are polic
planning, licensing, compliance, and short supply monito:ing
and licensing.

The policy planning furction includes developing ard ~nordinating
recommendations on export control policies and programs, reviewing
export license applications that present particular foreign

policy or security issues, and coordinating with cther Executive
Branch agencies cn licenses and policies requiring interagency
review.

The licensing function includes the development of export control
procedures and regulations, technical analysis 2nl review cf
products, participation in interagency review c¢f license appliza-
tions, statistical and analvtical reports of export licensing
activities, and formal issuance of licenses.

The compliance function includes the investigation ané prosecution
of export cornirol vioclations.

The objective of the short supply function is to restrict the
excessive export of items in domestic short supply and to reliuce
the inflationary impact of foreign demand.

In addition to export controls, this unit will include the anti-
boycott and industrial mcbhilization programs.

The antiboycott program involves the administration and enforce-
ment of the foreign boycott provisicns of the Export Administration
Act and the monitoring of the impact of foreign boycotts on

the United States. This ircludes the investigation and enforce-
ment of compliance witl the law as well as the processing of
boycott reports.

The industrial mobilization program monitors and assures timely
availability of material and products essential to industrial
performance on contracts for national defense. This includes
stockpile management of strategic and critical materials and an
emergency preparecdness function designed to identify industrial
products and facilities which are essential to mobilization
readiness, national defense, or post-attack survival and recovery.

The Export Adminiét:ation unit will include 195 persons.
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ASSISTANT SECRETARY FOR TRADE POLICY AND PROGRAMS

The Assistant Secretary for Trade Policy and Programs is
rutoncibh for developing and operating an effective trade
policy implementation mechanisa within the Department of
Trade and Commerce and for operating a variety of trade and
investment programs to improve the U.S. trade position.

The Assistant Secretary provides overall direction and coor-
dination of international sconomic policy formulation, research,
and analysis within the Department, advising the Secretary and
Under Secretary om such policies and progranms.

The Assistant Secretary for Trade Policy and Programs will be
principally responsible for the follow-up, implementation,
and monitoring of the MTN. The Assistant Secretary will be
re sible for closely coordinating with other involved
offices and agencies these responsibilities and the process
of educating U.S. business on the rights and opportunities
resulting from the WIN.

The Assistant Secretary supports the Department's activities

in international trade, economic, and investment matters --

and is an active participant in U.8. represantation in GATT,
OECD, UNCTAD, ILO and other multilateral deliberations and
negotiations. The Assistant Secrstary establishes and super-
vises the implementation of the Department'’s interagency policy
role in such organizations as the NSC, STR, and the NAC,
particular responsibility for MTN implesentation and TPC
mo ~

The Assistant Secretary’'s immediate office includes a country
analysis staff which supports certain joint economic consulta-
tive mechanisms (e.g. Korea, Yugoslavia); operates trade
facilitation efforts to resolve specific commercial complaints
(e.g. Japan); and provides staff support to the Secretary and
Under Secretary for meetings with foreign visitors and trips
abroad. ’

The specific programs and activities for which this Assistant
Secretary is responsible are detailed on the following pages.
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TRADE AGRTEMENTS

The Trade Agreements unit is the primary sosrce of :rade policy
developmant and support within the Department 3. Trade and
Commerce., It identifies xey trade policy issues and develops
Departmental positions. A major responsibility of tnis entity
ie implementation of the MTN and othsr trade agreements for all
non-ag-icultural matters.

Tr»de Agreements' activities include implementaticn and
monitozring of MTN tariff and nontariff aj:eements, a3 well as
investigation and resolution of problems in foreiyn country
application of those agreements, Another function is the
development of informztisn and cases arising uncder the MTN,
inciuding the operation of the Trade Compiaint Centar, the
central contact point to which business will bring complaints
ané prcothlems regarding MT'! and other trade agreements, and
where the private sec:or will receive advice as to the recourse
and remedies available =c them., Operation Of tne privace
sectdr advisory process (ISACs® under the expanded ccope of TPL
coverage--including investnent, Zast-wWes%t %trade, etc.--in
aiditicn %o trade agreexents, (s administered hare,

In the imporsc relief =

2zea, Trade Agreements (1) provides
ec2ff analyses to be usel

{ by the TPC -~ reviewing and
zonsidering section 221, 201, 406 inpcut relief cases; [2)
monitors relief actions; and {3, de.:.0ps Departmental pclicy
on orderiy mazketing agreements,

Trade Agreements develops a cont ... ng prograan of examining
post-MTH issues for nego<tiaticn . - ccnsaltation, identifyiug
ané cataloguiny foreign tracde practices, such 2s thcsea
affecting Lrade in "services.™ 1t recommends pclicy objactives
for Departmental officials to present in interagency arnd
international forums. 1In addition, it develiops plans for
educating the U.S. business community on general and specific
trade opportunities resulting from the MTN.

Another major function is participation in, anéd, as
appropriate, leading negotiations and/or renegotiation ol
bilateral and mulctilateral trade agreements, such as the
expansion of MTN code agreements, commcdity agreements, orderly
marketing agceements, intvernational sector agreements, etc.

Other activities include the erxamination of U.S5. access to raw
materials and other resources located abroad and the
recommendation of appropriaze U.S. action in this areaz.

This unit will consist 2f 75 persons.
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PINANCE AND INVESTMENT

This unit develops and implements policies and examines laws,
regulations, and institutions in the financial and investment
areas to determine their effect on U.S. trade and investment
flows. 1t recommends changes in these to improve the U.S. trade
position, and it monitors aid analyzes inward foreign invest-
ment in the United States.

It represents the Department in international finance and
development assistance affairs, especially those affecting
export expansion. This includes providing analyses and staff
support for Departmental representation on the National
Advisory Council (NAC) and other bodies dealing with export

finance, export guarantees and credit insurance, and bilateral
and multilateral aid loans.

It examines the effect of U.S. tax laws and practices on U.S.
trade competitiveness (DISC, foreign tax credits, taxation of
U.S. overseas personnel, etc.). It cond <ts comparative

analyses of foreign tax practices, and ma‘es recommendations
for changes.

Representing the Department in matters relating to U.3. direct
investment, it analyzes investment trends and consultz with
business on U.S. regulations and international practices affect-~
ing investment. It recommands actions in bilateral, multilateral
negotiations on investment. It develops positions on multi-
national corporation (MNC) issues, providing staffing for
Departmental participation in MNC code issues and investment
disputes. It advises on programs, policies and legislation
affecting investment abroad and analyzes the balance of paynments
effects of such investment.

It analyzes transactions of domestic and international trade
financing institutions from the perspective of effects on U.S.
trade. It compares U.S. practices with foreign practices and
recommends changes in U.S. practices. It also provides staff
support for Secretarial membership on Export-Import Bank Board.

It develops recommendations to improve the access of U.S.
service industries to foreign markets, representing the
Department at interagency and international groups dealing
with aviation, sea and multimodal proposals.

' It operates statutory programs to wmonitor and analyze foreign
investment in the United States. It identifies problems and
recommends remedial action as necessary.

The Finance and Investment unit will include 55 persons.
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POLIZY PLANNING AND ANALUSIS

This unit conducts resear:-h 2nd analysis on U.S. traje and on
all factors affecting future tragde prospect evelosping

policy recommenda:;oﬂs tu enhance the int -na¥lonal .rade
competitciveness of the United States. It ‘s the prircipal

source within the Departwen* for cdevelcpin csitiorns on
international pcsitive aajus cment DO;--&“S and on international
sectoral issues. On the basis of its ~wn ressarch =anl analysl:z

as well as that c£ the new Bureau of ‘ndustr.al Analvsis (BIA!
and other parts of the Government, this unit forecas+s fusura
trade trends and is responsible for developing longer term
policy options for U.S. trade and investmen-.

In conduczting policy analyses of positive aijustment issues and
international sectoral issues, i+ draws on the nicro-scononic
and industry analyses of BIA, using thess s+ulies and dzta
along with other information to formulate and evaluate policy
options and to recommend policy positions. It develilcps
pos;*zons to take cn international positive adjustment policies
in the OECD and othexr forums, it focuses on sectoral issues
related to MTN implementation and to other trade and 1nvestnent
agreements and policies, and it participates in or heads U.
delegations to international meetings concerned with sec:ctal
or positive adjustment issues.

In surporting the development of faster U.S. export growth and
a stronger competitive position, this unit examines the effects
of trade incentives and Jdisincentives cf the U.5. and other
governments. 1t serves as the central contact poinct for
collecting and evaluating information cn the likely effects c£
changes proposed to improve the U.S. export pcsiticn, develop-
irg policy options and recommendations.

It also forecas®s longer-term trade developments, with particular
emphasis on identifying future tracde problems that Will face the
United States. 7Tt identifies longer~run <rade and inves+ment
policy objectives, basiny these on its forecas+s and 1t3 orec
of research into U.S. trade and the factors a‘fnr*:~~ v.s. T¢
petitiveness., It eavaluates the effect_vensss of U. Tr a
investiment policies and compares these witn ‘ajsr ~'~:e:'

nations. It uses mathematiTal medels to simula <
of future pelicy aiternatives, and provides th
work for tride rclicies and pr

O
]
al
i
23
t

The Pol;.y ?lanninc and Analysis
computerized data bases and provii
economic statistlics to other parc
J.5. business

Tids unit will incliude 7C perscons.
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TEXTILES A5 APPAIZIL

The Tex=zilesgs and Aapparel urnit =5 ths orzanizasiun in Trace

and Comrerce that is resgonsidle for the econcric well-being

of the U.S. textile and apparel infus:ries, domes=ically and
internationally. Its major effores incliude negotiating bilateral
textile ani apparel impcrt restraint agreements:* monitsring
imports from 2contralled (agreement! cocuntries and uncontrolled
countzies, proviling staff and technicsl suppeort te whe Commitize
for the ;mp*eme“-atxhn of Textile Agreements (CITA;): and,
promoting the expansion 2% exports of textiles and apparzl.

This unit prepares =onthly perfcrmance reposrts which show

impcrts compared tO restraint levels for each biliateral agree-
ment country. Froblems of implementing the agreements are
analyzed and brought tafore CITA £for resolutisn. 7Tnos unit

makes special tables and analyses used by the U.S. nejotiators

of textile and apparel agreements. TO accomplish this, it
gathers and reports basi:c statistical 2ata on impcrts. I+
prepares monthly reports on the overall xrpo—“ plcturs, compgaring
current monthiv data with pricr years. It is concerred with

monitoring imports from uncontolled countries. I+ classifijes
problems arising under agreements and zra:ins foreign -~fficials
in U.3. classification procedures.

In addition, this unit provides current econonic data and
analyses of conditicns in the Jdomesti> textile and apparel
markets, including the impact of imporcts on tnes: markxets. It
is responsible for the textile and apparel expnirt expansion
progran and, in conjunction with the STR and other cr an;zations.
reduction of non-+ariff barriers. Finelly, it provid
structural assistance tc zhe indus<r’ in the form =f -
technology, researcn and developrerntz, anid managdement ain.ng.

(ke 1 Yo}
L3

]

The Textile and Appar<l unit wlll nave a staff I 47

* This 15§ cone a2 parst of neqotiiting tezre mads i of State,
Labor, and hua.:2d kv the Chief Teutile Negotiazcr £rorm the
Cffice ¢ the :p-c;al Trade Hepresentatiie.
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My Hontox. With reg: ard to the char el e e vhe Turey g
this enclosure. T think thi< i- very lwllm... You do indieate the i
bers thar you exvect will he in the Department.

Is there an overall Hgure for e numbers that ave l=red here? T
have not el toadd them Hp.

Mrs, Kreees, Our rongh estimare i< about 2,500 people in the trade
area under the Under Secretary for Internationa? ‘Trade,

Mr. Hoxrox. Other than the new Depury Secretary and the two nesw
Assistant Seervetaries, do vou think vou will need any inore porsonnel £
These personnei bvmu' transferred are [wn])l-' who are now on howvd.
but do vouwexpeet that you will need nore !

Mrs. Kuer<, There s some net adidition necessary, Let v n-ig Mo
Moyer to vespond. It is siali, hut there is some Inervense pesessary

My Mover, And itis, Congressnua, primarily at this time asoel it
with those new positions that vou identitied. We think. at this tine,
the number i auite small, Theve i< not aoticipated, apart fron -
fers and nterna reorganizing abd reprograming, oo need foroaddis
tional rezources or persons.

Mr. Horrox, I thiz chart the proposed i!ztm-n:z! orguiiztion to
accompli=l the purpeoee of the mm";:..r‘iy 1rion plan £

Mrs Keers, Yesosiv This is the pla we deve lmu . We hive worked
1t through with OMD to sati~fv not onlyv o pecis ws e wonhd woe
them, bur also 1o inesh with the agreenent I OMD as 1) whar Lo
resources we conld have,

Mr. Honron, Is there acurrent organization chavi, thut ron candd
give us Tor comparizon witho this chart that you are projsing sove !

M=, KREP~, Yes:we have o trade agein AN lun' wlneds is u:np:o‘.‘:ﬁ'n}w
to this but much =maller and mueh les~ elaborateiv faid our, We can
submit thar.

Mr. Horrox. I think that would be Lielprul for us to inelude 1 our
record. especially i the report, so that Members can see what i being
done. In other words. what vou have furnished us here is a iist of
functions, bureau-. and orgunizations under the Under Secretary for
International Trade.

Mirs, Krers, All right.

Mr. Brooxs. Without objection. it will appear in the vecord at this
point.

[ The material follows :]
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MG Howros, One of tae erithbans o the plos b that i dees splie
poiiey wd aplementation, This coutd vrove bl Cor S ean’
Do anorgs !.iz:nimm? arratoeiien whion o woald st a0 sesated
“oass the LockT atnid

Just how d'» Vol pal cive Comneree’s vate visan-vis the Trade Toe-
Pesentut e snde scenie b o e o el to o e Tn the Tk

M-, h}.u‘s. L was planning v e~ SRR NI ARTHRN PO UG S
p;ll'th.'ni:t Puesiion,

\I‘lt b J':‘:r Daen ot T nf'lw eha) ity of ) T Y ."1-’ AN ):’». :;.~"‘T.lii()fx.
I do think it i overstated beewase, as Moo Melnivm eraptis iz, thove
Are han agencies 2 the Ciovernne i Bt s et et
teande sntters, B lstne fucction of e DSTEPR to s dinnte those dif-
ferent interest~,

Athougl Mu, Axkew wonld v Berrer to thiss B g Dy under-
mmdin-' thatt e wonbi be Cie coordinnsn s e wonnd be Ui timal word

on poliov. Butas furas Conmneres s concernedu 1 prowioas aoe cltey
spocitiod l)} tho recvaanzaton pheyor ave aanedoted B b l:- HIREIRN
Instances, the progratss tiet W sy ot are cleae s delieaned in tha
fashion,

We have the oxnort oaninistration Dmetiong we il Dnve countoy
\'15131‘;'. .'H!Tilh'll)l':’d._': et I THose INstaiees, The finan 2 ~!;u_z-1¥|f.-
Iy realiy isowith e Weare panneiated to tase v'v:‘!:ii:z petrons and
We e responsisie ta the Congress Tor those aetin
If. evern i those cisesoa anestion af overal! ‘ml.c,\' Wele invalved.

:’i‘

[
+
L

N

that poliey senssion wondd tise plice Ve dnstization o
STHRD A Sntersegaies diconsslon wontl o then b Drovohyt 1o eat, as
@ natter of polioveand e e wonthd b recoisiere Do | proriis
resubinitted to the Congress for consideration,

My, Honreoxo Az ore of tnose who by worked very ‘n;'({ Wil
the plan. do vou feel that this iz ¢ workable solution 1o the probien
of trying to nercase and ke more vidhie owr e de ;nf'vu! A=

Mp= Kupes, 1think o, Tohink iods o geod plon,as eone plan, whiech
do-~ a< Huth fragmentation as we ean possibiv ger by with and stin
do the coordinating job that 1= required,

We ares by o very natres frageentedoond T da sk dhis pian
does the very best possible job o1 puliing 1t together, o oing i? (it
ton. and assigning ~pecitic respons<ihilities ta specifie p uml TR
never get over the process of con=ntation wind comndination, of o

Mr. Howrroxo A T understoad it from the answers 1o Moo M
Intyre gave to the gquestion that T oasked hine—wiieh 1o o0 o
heard Doeanse vou were m the room at the time—T envisioned 1 e
Trade Representative would have o verv meaningful snd oy o
tant raje with recard to the determination and aetual necorian
many of the policies thar relate to trade.

Do von see that thic 1= going to create any friction bt
Trade Representative and the Sceretary of Comneree £ T s nor i
ing abiout individuals hut Mr. A=kew. T am sure. will poss alore, o
he will be succeeded by omeone else. and vou will he leaving -"‘!""V. :
there will be another Seeretary: we will e denling with dieee e -
sonalities. What T ani cone erned ahout is whother or not 1 v oorsa-
nization 1s going to create a situation i whiel: vou wibl '
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antagonisms and problems that are going to make it unworkable. Or
do you see it as something that the Secretary, whoever it happens to
be, will be able to work ?

Mrs. Kreps. I think this plan will improve immensely the ability of
these two people to work together hecause the plan lays out the duties
that each is to pursue.

There has been. I think, more friction in the past than there will
be after this plan is in effect.

Mr. Horrox. T am worried—as I am sure vou are—that in the
future we have to be even more concerned about promoting our prod-
ucts and making sure that we sell them abroad, at the best possible
price.

Do you feel that the Commerce Department will have an aggressive
attitude in this respect, and do you feel that this plan will help in
this respect ?

Mrs. Krers. The Commerce Department has had a very aggressive
stance vis-a-vis exports for the past year and a half. It was our De-
partment that pushed for a national export policy. and it has been onr
Department that has led the drive to focus attention on the need for
exporting. ]

I think the plan helps us to move ahead in that regard. Tt gives
us programs. it gives us additional resources, and it gives us a clear
line of authority. Therefore, I think it will be helpful, however T must
again say that we had already embarked npon an export promotion
plan that is, to my knowledge, the strongest the Department has ever
had.

Mr. Horrow. Thank you very much. )

I do have some additional questions that T would like to submit to
you and ask that you supply the answers in writing to be included in
the record.

Mr. Brooxks. Without objection. they will be included in the record
at this point.

[The material follows:]
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QUESTIONS SUBMITTED BY MKR. HORTON

Besides the Commercial Attaches, how many people will
actually be transferred from one agency to another?
Will you supply us with a detailed list of the number

and fronm what agency they will be transferred and to
where?

In addition to the commercial attachzs from tha State
Department, we expect that about 219 positions will

be trarsferred from Treasury to Commerce: (1} 13 from
the Office of Tariff Affairs; and (2) 205 from the
Customs CVD/AD investigative unit. The investigative
unit figure includes the 130 positions Congress
recently approved to handle the expected growth in th=s
countervailing and dumping cassload.

Up to 15 positions may be transferred o USTR fron
State and up to 5 positicns may be transferred to
USTR from Treasury.

This is 2 guizstion regz i
of Comrercs, I assure
cf Commerce Losition is
2 title chanse with the
numb2r “wo person at th
it is not clzar. Usual
as "the Deputy shall ac -

tary" or the like, but
explain the new position.

The new Deputy Secretary oI s il T
second-ranxing official of DayparsTent Lo
of the Reorganization Plan No. 2 of >3350 I
the Secretary to delegate any functlizn & Liane
that this is adeguate authority for the ot
designate the Deputy Secretary as 52IZ-7cC R
official. We expect that an aprropriat. S
delegation will be issued when the Sirse ot

Secretary takes office.
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QUESTION:
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In the Message it is very clear that one of the new
Assistant Secretaries of Commerce will be for "Trade
Administration” and the other for "Export Development."
Yet, in the actual Plan, these titles are not assigned.
Can you tell us why they are not designated?

The reorganization plan denominates the new Under
Secretary as Under Secretary for International Trade.
In keeping with the general practice regarding
Assistant Secretaries of Commerce, the plan does not
name the two new Assistant Secretaries. They will be
named administratively by the Secretary, as is now
the case with regard to the Assistant Secretary for
Industry and Trade (this position will be the third
Assistant Secretary reporting to the Under Secretary
for International Trade).

Exactly what are your plans for the Commercial Attaches?
Your message says that "initially" they will be trans-
ferred to the Commerce Department, yet the message con-
tinues that "over time"” ... "undoubtedly the Commerce
Department will review the problem. I think that it is
unfair to leave these public servants left dangling
with an "undoubtedly something will be dcne” response.

All 162 existing full-time commercial positions are to
be transferred at once. Any additions will be made
incrementally and pro*ably over quite a few years; we
expect no sudden changes of significance once the
initial transfer occurs.

Who will be the actual negotiators in commodity nego-
tiations? Will it be negotiators from the State
Department, the new STR, Or perhaps both?

A follow-up guestion to that is, who will be in charge
of commodity negotiations? I assume that it is the
new STR.

The U.S. Trade Representative will have primary .
authority and responsibility for commodity negotia-
tions. USTR will draw heavily on the expertise of
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° monitoring foreign compliance, and

° assisting U.S. exporters in qualifying for
foreign governmen: procurement opportunities,
identifying problems, securing certification,
etc.

Concern has been expressed that since the Plan does
not explicitly mention the "service industry" that
this might be overlooked, yet it is one of our few
bright spots in the trade area providing us with a
surplus of $23 billion in our balance or payments
accounts in 1978. I have a two-part question. First,
is the "service industry" included in your trade
reorganization; then, second, what agency or group
will be in overall charge of the service industry
aspects of trade?

Trade in services definitely is included in the term
*trade." As in other areas, the Trade Representative
with the advice of the Trade Policy Committee, will
establish policy, and line agencies ~- particularly
the Commerce Department -- will carry it out.

What is your understanding of the relationship between
STR and the Trade Policy Committee? Will you or the
Committee be the final authority on trade policy?

The Trade Policy Committee will be the interagency
mechanism through which each interested agency will
have its legitimate input. The TPC will be advisory
to the Trade Representative; of course, if a member
disagrees with his final recommendation, that member
is free to appeal to the President. The¢ President is
tihe final authority.



ANSWER:

ALISWER:

QUESTIONL:

The functizn 2f the Trade lezotiating Commities 213 t5
managje negdotiations 1ir accordance2 with T2 and L3TR
policies. It will develeop negstiating tactic. and
strategy within the policy guidance laid down through
the TPC and the USTR. It will be made up solely cf
the departments actually involved in the negostiating

delejations.

_———
How many pesole do vou think will be reguirel for the
-, = . -
537TF office in Goeneval

Approrimatel:s 10,

Yoo nave hesn charzel Wit tnoe loal reo
for trade and commodity mattaers Lin tne
for Ezoneomlic Cosperaticn and Developne
How many pessle will that tanz. will =
personnel, and whers will they be loo:
iryten or overssezs?

T® will nave peopie Invslved in 0O
commodity matters; they will be 5TR
in Washing<on; we 20 not l
people worxing at ¢!

you are also charged with the leal responsib
trhe United lations Conference on Traide and D
ment (UNCTAD). How many people will that ta;
they all be STk personnel, o
locatesd?

nd where will t
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We expect 8 people to spend a substantial proportion
of their time working on UNCTAD trade and commodity
matters. Most will be STR personnel in Washington;
however, our delegation in Geneva will also have 2

STR peraonnel working on trade a#nd commodity matters
in UNCTAD.

You have been charged with policy in virtually all
trade matters from import remedies, to East-West
trade, to energy trade, etc. Do you intend to do
all "in-house" policy research, or do you intend to
rely on the line agencies and coordinate policy?

we will rely on line agencies to do much of the
policy research.

What is your understanding of the role of the new
Deputy Secretary of Commerce? Is that simply a
title change with the Under Secretaryship that is
being abolished?

The reorganization plan provides for the establish-
ment of a Level III Under Secretary for International
Trade, who wiil be responsible for trade matters.
Legislation pending would provide also for a Level
111 Under Secretary for Economic Development. The
Administrator of the National Oceanic and Atmospheric
Administration is also at Level III, The net result

would be four Level II1 executive officers in the
Department.

It makes sense, *herefore, to upgrade the existing
Under Secretary to a Deputy Secretary to avoid
sensitive problems or precedence among program
executives. This would accord with the existing
management structure of the Departments of Defense,
State, Treasury, Justice, Agriculture, Transportation,
and Energy, vach of which has a Deputy Secretary.
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In the Mogsage, he twd fssistant Socretuaraes are
designated, on: for "Trad; Administration” and the
otier for "Exrorst Prorotion,” yut they are not so
denligrnated in the Plan. Is thero a lnason for that
frorm your porspoative?  would ydu cuiest to them
beoing o O«QXJWl‘“ﬂ?

Jioler the reorganization proponsii, attention to
vt rde matters will becime a principai mission of
the Department.,  The creatln of thz position of
Secrctary for Intornational Trade ensures
that the vital area »f tralds policy implerentation
i seeive the rand of duy-to-day attentilon at
'r - hiighest level of this Desartment that it
Gemands arnd deserves., There will be added to
Sopartment 2,503 people, incleding approximatelr
who ara Leoing tranmsferred from the Dzpart-
£ Preasuyy and State. V“rnou‘r, in our
1, wo npave idenci
ocsprnsinilicies -~ Lrade :nuelcpreﬂt, the
tration of import and export programs, and
“ional economis policy =- each of which
£ high level managemant 2nd jeadership at
igtant fecrotary level {only two additicnal
ions are needed, as there 1s already an
tant Sorrecary for Industry and Trade) .
I have a series of follow-up guesticons regzarding
the252 Assistant Secretaries, First, the PFlan and
Hw3sag2 lists twy, yet the proposal submitted by
vo: lists three. Can yoJ explain where this
th:rd one came frona?

Tnlv two Assistant Secretary positions are needzd
sinci authosrity already exists for one Assistant
Se~retary (now the Assistant Secretary for Industry
ani Trade).

Secong, 1f the thiré Assistant Secretary is simply

a chang2 in nane for the p*esen* khssistant Secretary
for Industry and Trade, won't that cause a proilem
sirnc2 h=z has some domestic industry duties?
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In recent years, most of the focus of the Industry
and Trade Administration has been on international
and export issues. We anticipate the ability to
handle properly those few matters which are purely
*domestic" through some functional transfers to the
new Bureau of Industry Analysis under the Chief
Economist, the Assistant Secretary for Science and
Technology, the Assistant Secretary for Policy, etc.

Third, why are the names of the Assistant Secretaries
different from those listed in the President's
Message? The "Trade Administration” title is left
unchanged, but "Export Promotion" seems to have
disappeared.

Some titles have been changed slightly to more
accurately identify the responsibilities of the
particular assistant secretary.

Can you explain to us what career pattern you
envision for the Commercial Attaches?

Members of the Foreign Commercial Service will
have career tracks available to them in the
Department of Commerce.

As Foreign Commercial Service Officers, they can
aspire to chief of commercial section positions,
which in major embassies will carry with them
Counselor of Emba3s,; titles and responsibilities.
In embassies with active commercial programs, such
as Tokyo, Jidda, london and Bonn, counsel of
embassy positions will have significant management
and trade policy responsibilities and will have
Senior Executive Service-level grades. It is also
anticipated that, on a selective basis, these
officers may be considered for Principal Officer
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positions at consulate generals and for Deputy
Chief of Mission and Chief of Mission (Ambassador)
positions at posts with major commercial programs.

Within the Department, the full range of junior

to senior positions will be available to Foreign
Commercial Service Officers. Career patterns for
these officers envisage assignments within the
Department and its domastic field officers which
will prepare them to compete on egual terms, with
domestic counterparts, for the Dupartment's senior
career positions.
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Mr. HortuN. Thank you, Mr. Chairman.

Mr. Brooks. The ﬁentleman from Minnesota, Mr. Stangeland.

Mr. StangeLAND. I have no questions, Mr. Chairman.

Mr. Bzooks. Thank you very much.,

I want to thank you again for your gracious contribution to the
hearing and for your fine work. I guess we will not see you here anz
more, but I hope you will come back in another capacity. We loo
forward to seeing you again.

Mrs. Kreps. Thank you, Mr. Chairman and Mr. Horton.

[Mrs. Kreps’ prepared statement follows :]
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STATEMENT OF
JUANITA M. KREPS
SECRETARY
U.8. DEPARTMENT OF COMMERCE
before the
SUBCONMITTEE ON
LEGISLATION AND WATIONAL SBCURITY
COMMITTERE ON GOVERNMENT OPERATIONS
U.8 HOUSE OF REPRESENTATIVES
OCTOBER 16, 1979

Mr. Chairsan and Members of the Committee: it is a pleasure for me
to be here today to share with you our plans for a successful
implementation of the Administration's trade reorganization
proposal. We in Commerce have given this issue priority attention
for many months. We believe that we have been able to develop a
plan which will result in the Departaent of Commerce significantly
contributing to the primary goal of trade reorganisation: that is,
an enhanced capacity for t!e tfederal government to strengthen the
ezport performance and impurt competitiveness of American goods and
services.

We find ourselves at v:e duwn of a new era in U.8. trade
relationships. Successful implementation of the Tokyo Round trade
agreements will move us towirds eveu gre:.er integration with the
world economy. The MTN will offer new . portunities, but we shall
have to work at maximizing the benefits to our economy. This is
particularly so because global competition will intensify in the
1980°'s.

In the decade ahe \d, many less-developed countries will become
stronger exporters of consumer goods and mid-level technology
products. This will increase U.8. imports, and it vill also push
the industrialized nations more heavily into the production of
capital g.ods and higher technology exposts. The U.S. export
position will be challenged more directly than ever before.
Increased competition, coupled with more open markets, will have a
protiund effect on our economy and our growth., International trade
will become one of the major factors affecting the performance of
U.8., industry. Some industries will prosper, while others will
falter in the face of increased competition. How we deal with trade
growth will materially affect all Americans.

Thoce is much we can and must do. What is called for is nothing
less than a complete reorientation of our thinking on trade. we
have traditionally treated international economic policies, domestic
economic policies, export development policies, and policies
affecting individual industries as though they were unrelated.

57-408 G - 80 ~ 9
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Today, wor.d trads has become too important to the health and growth
of the Amerizan economy to be treated ay a separate and somewhat
peripheral isswu>.

Reorienting our thinking on trade policy is no simple matter, But
if the 1980's are to be different, we nust make at least three
fundamental changes:

Pirst, we must elevate the priority of trade in the hierarchy of our
national objectives. We must follow the lead of our successful
competitors and push to the forefront the questior.--"how will this
affect our trade?”--when we consider tax policies, investment
policies, antitrust policies, environmental policies, regulatory
policies, and all other policies which can have a fundamental effect
on our international competitiveness. Bringing this about will be
neither easy nor inexpensive, Some vested interests and some
domestic priorities will need to move over to make room for the
enlarged importance of trade.

Second, we have to link our trade policies more closely to our
domestic policies affecting industry. We muat recognige that our
competitiveness depends on far more than what we do at the border;
that we can improve our competitive position only if we improve our
technology and pace of innovation, our investament in plant and
equipment and, hence, our productivity. Our trade policy thinking
must reflect the fact that trade problems are industry probleas.
Our failure to address them as such is partly responsible for our
inability to dea. vith the trade challenges of the past two decades.

Third, many businesses need to reorient their thinking, for many
businesses, like government, have focused their energies on the
domestic economy. Too often import competition has been taken
lightly and export markets have been ignored., We are no longer an
insulated, self-sufficient continental economy. The time has come
for us to stop acting like one. With the increased openness of
markets resulting from the Multilateral Trade Negotiations (MTN) and
increased competition in the 1980's, U.8. business will have to find
sore of its sales growth in foreign markets.

The Government can help, particularly by removing obstacles and
disincentives to increased export efforts, The Departaent of
Commerce will be devoting increasing attention to identifying
obatacles to export expansion, calling them to interagency attention
and searching for ways to remove them, The Government can also
increase its efforts to help business locate and exploit export
opportunities, to ensure adequate export financing, and to obtain
fair and open access to foreign markets.
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Por our part, reorganization of the trade functions of government is
a vital first step in improving the export performance and import
competitiveness of American goods and services., If reorganization
is to be successful, however, the trade responsibilities of
government must be centralized and streamlined.

The U.8. Trade Representative (USTR) will be responsible for
coordinating our international trade and direct investment
policlies. The Department of Commerce will work with the USTR and
will be responsible for the implementation of the nation's trade
policies through the day-to-day operation of most of our
non-agricultural trade functions.

This proposed partnership is a nat.rval extension of the ongoing,
highly successful partnership of the STR and Commerce during the
Multilateral Trade Negotiations. As Ambassador Strauss has noted,
the Commerce effort was indispensable to the successful outcome of
the MTN; continuing this partnership permits the Government to build
on strength and to grow from it,

The Department's strength in this area was due to the fact that more
than 40 Commerce staff persons were available to provide the
principal staff support to STR in the negotiation of the MTN. Many
of these people served on the front line, participating in the work
of the U.S. delegation in Geneva; they therefore have intimate
knowledge of all aspects of the MTN. Thcse persons will now be
responsible for the day-to-day implementiation and monitoring of the
‘rade agreements.

The task of consolidating the day-tco~day operations of the trade
functions of gcvernment (other than agriculture) into an enhanced
Department of Commerce is an enormois one. We in Commerce have
devoted a good deal of attention to how the Department must be
reorganized to manage a broader rance of trade responsibilities. We
have a sourd plan to assure that the transfer of ongoing
programs--especially the antidumping and countervailing duty
functions from Treasury--will occur smoothly and function
efficiently.

Rven with a sound institutional base, reorganization can succeed
only if the programs are being carried out by highly qualified,
capable and motivated people. The first step is to assure
appropriate leadership. Towards this end, our reorganization plan
provides for the creation of such new positions as Under Secretary
for Intsrnational Trade and two new Assistant Secretaries. In
addition, we shall seek a substantial anumber of Senior Executive
Service positions for the Commerce trade program, thereby providing
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many attractive top management opportunities. 1In this regard, it {s
noteworthy that a task force headed by the General Counsels of
Commerce and Treasury is oonducting a talent search to find the best
qualified persons to f£ill all key leadership positions in the
vitally important antidumping/countervailing duty srea.

This is a good start, but only a stact. If leadership !s to
succeed, it also must have capable staff persons. 1In that regard,
we are undertaking a number of special measures and efforts, First,
we have initiated a freeze on 120 ftions that are cur:ont1¥
vacant in the Industry and Trade inistration (ITA), which is the
area of Commerce which currently supports our major international
trade activities. This freeze will continue until there has been an
opportunity to review an overall recruitment and staffing plan that
addresses the major personnel needs associated with trade -
reorganization. Moreover, we expect more than one-fourth of ITA's
existing staff to turn over in the next few years, due largely to
retirements.

Second, there are 130 new positions provided for the antidumping and
countervailing duty functions in the Treasury Department
appropriations act signed September 29, 1979. Those 130 new
positions will come t0o Commerce from Treasury &s a result of
reorganization. A joint Commerce~Treasury/Cust:oms task force has
been working on this issue for three months. Customs recently
_borrowed 20 positions from Main Treasury, in anticipation of passage
of its appropriations bill, in order to get » head start on filling
those 130 positions by Januatry 1, 1980 wher the new antidumping/
countctvailln? duty laws take effect, Coumerce is carefully
monitoring this hiring process and is being fully consulted on the
£illing of all vacancies.

Third, we have formed a work group with State to explore ways to
facliltate the transfer of State personnel to the Foreign Commercial
Service.

The net result of these changes is an opportunity to bring 500 new,
highly talented professionals into our trade program rather
quickly. Thus, the Department has a great deal of flexibility in
meeting the personnel demands of its new trade responsibilities and
is moving to capitalize on this opportunity.

At this time, Mr. Chairman, I wnuld like to describe briefly for the
Committee the proposed structure¢ and division of responsibilities of
an enhanced Department o“ Commerce. The detailed ptlan has been
submitted to the Committee along with coples of the text of my
testimony here today.
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SECRETARI PONSIBILITIES

The Administration's reorganization plan provides for trade,
involving both international and domestic issues, to become a
principsl responsibility of the Secretary of Commerce. %To help
ensure that exp~rt financing policy is consistent with trade policy
in general and export promotion policy in particular, the Secratary
will serve as a non-voting Director of the Board of the
Rxport-Import Bank. As chief operational officer of Commerce, the
Secretary will assure that all elemerts of the Department whose
activities relate to international trade are coordinated.

The principal goal of the Department wil® be to foster the
international competitiveness of U.8. industry. To help carry out
these respornisibilities, it is proposed to create the post of Under
Secretary for International Trade, to be directly responsible to the
Secretary for overall development and management of the Department's
trade functions. The creation of such a post will ensure that the
vital area of trade policy implementation will receive day-to-day
attention at the highest levels of the Department. Moreover, to
ensure that daily managerial direction is a reality, we propose to
oreate a Senior Executive Service post of Deputy Under Secretary to
be responsible for administrative functions, to manage daily
operations and to act in the Under Secretary's absence.

Equally important to top management changes are the Department's
plans to integrate its new trade responsibilities with existing
programs in the areas of trade development, trade administration and
international economic policy.

TRADE DEVELOPMENT

The Assistant Secretary for Trade Development will be responsible
for developing and implementing the Department's programs to assist
U.8. firms to export and to promote the sale of U.S. guods and
services overseas., Principal objectives will be to assist small and
medium sized firms to export, to provide better support with respect
to major projects, and to tzke full advantage of the opportunities
created as a result of the MIN agreements. Pour closely associated
activities, each aimed at helping American industry sell its
products in foreign markets, and each headed by a Deputy Assistant
8ecretary, will be managed by the Assistant Secretary for Trade
Development,

1. The United States Commercial Service will form the domestic
outreach arm of our trade development activities with offices
across the United States to encourage U.S. firms to export and
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to deliver export assistance services directly to American
business. The Service will build upon the Department's existing
Bureau of Field rations, but the Bureau's mission will shift
to become primarily export-oriented,

2. The Porei ial Service will be the Departaent's overseas
acrm once the rtaent s 3 the responsibilities of the
Poreign Service Commercial Attaches. The Departaent is
dedicated to creating a htthxﬁrotcutoml oreign commercial

corps vith one main responsibility:s the promotion and support
of American export sales.

3. The Bureau of Trade DcnloHnt will plan and develop the
programs and services elivered by the domestic and
foreign commercial services. Working in cooperation with the
pulicy units, this Bureau will be responsible for inforsation
and assistance programs to ensure that U.8., firms know of the
opportunities created by the MTN and know how to exploit those
opportunities. The Worldwide Information and Trade System,
currently under development, will be a major tool in this effort,

4. The Bureau of Bast-West Trade will help American firms conduct
siness in communist countries, develop and explain Bast-West
trade policy, strengthen governmental mechanisms for erpanding
trade with non-market economies, and expand business ’
undou:mdlnq of the unique issues and opportunities in such
countries.

Together, these four units will carry out the basic trade
development programs of the Department of Commerce. PFor the ficrst
time American business will be able to turn to a single network that
extends from domestic field offices to Washington to overseas posts
to get help in dealing with trade expansion.

With integration of domestic and overseas export promotion
activities, we can focus all our PFederal resources on the targets
that are important to American business. And we will be able to
shift resources from domestic to forsign operations as needed.

Moreover, the more varied career possibilities--including posting
and advancement to senior positions in the field, in Washington, and
overseas--will greatly enhance our ability to recruit talented
professionals. We plan to ensure that our trade development
officers will gain, through rotation, wide experience in U.8., field
offices, in Washington, and in overseas soul. We believe this will
give us the opportunity to build a rewarding and exciting career
system which will attract and hold top-flight people.
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Consolidation of trade development within the Commerce Departaent is
long overdue. The Department has substantial expertise in trade
promoticn, with many specialists who have devoted their careers to
conducting export promotion programs. They constitute the core from
wvhich we can grow. To be effective, trade promotion must be closely
allied with expertise on trade policy, trade rvles, and domestic
industcy trends. This expectise exists within the Department and
will be drawn upon to make trade promotion an integral part of the
tcade policies of the United States.

TRADE ADMINISTRATION

The Assistant Secretary for Trade Administration will have overall
responsibility for the management and operation of programs

involving the regulation of imports and exports, especially the
antidumping and counterva‘ling duty and export control laws of the
United States. This arrangement will improve the management of
these critical functions by clearly identifying an official subject
to Congressional confirmation as the person responsible for carrying
out the will of Congress. There will be two major components under
the Assistant Secretary, each headed by a Deputy Assistant Secretary:

1. The Bureau of Import Administration will be responsible for the
. InvestIgation, monitoring and enforcement of antidumping and
countervailing duty cases, for Poreign Trade Zones, and for

statutory import prograams.

2, The Bureau of Expcrt Administration will be responsible for
export licensing, short supply controls, anti-boycott
compliance, and industrial mobilization, Our primary goal in
this area has been and remains to enforce export regulations

vigorously, but with the least possible disruption of U.S.
export interests.

Managing the antidumping and countervailing duty issues will pose a
number of challenges for the Department that go beyond the
administrative aspects of any transfer of functions. Pirst, the
Trade Agreements Act of 1979 substantially changes the investigative
process, introducing many new procedural requirements and
llgnlticantl{ cutting the time allowed for such investigations,
thereby resulting in a significantly increased workload. Moreover,
these programs have suffered in the past from a lack of adequate
staffing, The Administration is acting to address thése probleas.
We note the recent Congressional approval of the Treasury/Custoas
FY80 appropriations act, which provides for the additional resources
needed to carry out these functions effectively.
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The Department of Commerce will give sntidumping and countervalling
duty prograss the high priority which Congress intends, will address
thea at higher levels, will streamline their operations and should,
therefore, be able to attract and motivate officers who can make the
programs wigorous and effective.

ON. IC POLICY

The Assistant Secretary for International Economic Policy will be
responsible for policy research, analysis and development, and for
implementing a wide variety of trade and investment programs. These
include the follow-up, implementation, and monitoring of the MTN and
other trade agreements; the development of recommendations to
improve the access of U.8, service industries to foraign marhats and
to improve the access of all industries to export financing and
credits; the development of Departmental positions on positive
adjustment and international sectoral issues; and the conduct of the
Department's textile and apparel industry program.

The international economic policy area will contain four units, each
headed by a Deputy Asaistant Secretary.

1. The Bureau of Trade Aqreements will be responsible for
wplementing agreements for non-agricultural trade,
including informing U.8. business of new trade opportunities and
rights, monitoring foreign compliance, aiding in the settlement
of disputesa, and identifying problem areas requiring policy
consideration by the USTR and the TPC.

The Department will undertake a major effort to acquaint U.S.
business with the specific provisions of the MI'N. “Plain
English® summaries and descriptions of the MTN codes will be
developed and conferences and seminars will be organized to
ensure -that U.8. firms know of the wide range of trade
opportunities under the MIN.

We also will work to ensure that U.8. rights under the GATT and
other trade agreements are preserved. 1In this, we will be
assisted by the private sector advisory process (the Industry
Policy Advisory Committee and Industry Sector Advisory
Committees), which will provide information and advice on all
aspects of international economic policy and prograws.

We will establish a Trade Complaint Center, to which business
may bring questions, complaints and problems regarding the MTN
and other ‘t.nd: agreements., A telephone "hot line® will he
initlated to facilitate the operation of the Center.
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respons ning foreign inves t, tazation,
services, antitrust, financial and other issues affecting
tzcade. This Bureau will be the locus of the Department's
expanded effort to identify the broad spectrum of international
business and economic fssues that affect U.85. service
industries. The Bureau will also analyse questions affecting
multinational corporations, will recommend actions to improve
the U.8. investment position, and will ocontinue to monitor
foreign investment in the United States.

3. The Bureau of Poli lanning and Analysis will analysze
.8. exports and develop
recommendations to hrrovo the U.8. export position. We will be
working also to identify sectoral problems and will prepare
positions for international discussions of positive adjustment
and industry sector issues.

S8ince trade policies must be aimed at solving the probless of
the future, we will be mounting a major new effort to analyse
our competitiveness and to forecast the trade and investsent
problems of the future.

4. The Bureau of Textiles and A rel will work closely with the
U8TR on textile and apparel Enuu. It will participate in
textile negotiations and will assist the Office of Science and
Technology in developing programs to improve our productivity
and competitive position in those areas.

INDUSTRIAL A% .. (SIS

Increasing the vitality of domestic industry is the only way to meet
international competition. A wide variety of Commerce and other
agency programs are directed toward this objective; however, there
is a compelling need for the Federal Government to develop a
stronger and more comprehensive industrial analysis capability.

The Department will be taking several steps to strengthen its
resources devoted to industrial analysis. The cornerstone of this
upgraded capability will be the new Bureau of Industrial Analysis.
Located in the Chief Bconomist's Office, it will be modeled after
our highly regarded Bureau of Econocmic Analysis and will provide
upgraded and highly professional industry analysis to serve the
needs of government policy-makers and industry.
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SUMMARY AND CONCLUSIONS

By consolidating trade operational responsibilities in an enhanced
Department of Commerce and upgrading our sectoral analysis
capability, the Administration's trade reorganization plan draws
upon a major Deparimental atrength--the ability to link trade to
policies affecting domestic industries. Trade problems are industry
problems, and until we address them as such, we cannot expect a
fundamental improvement in our trade performance.

These problems will increase in the 1980's, To meet the challenge,
we must coordinate our efforts in such a way as to gain maximum
advantage from the MTN, and adopt measures that will help U.S.
industries to increase their competitiveness,

The reorganization provides the essential injredients: a higher
government-wide priority on trade; concentration of non-agricultural
trade implementation responsibilities in one Department; clearer
channels for future trade policy decisions; and a heightened
attertion to the analysis and solution of the problems facing U.S.
industry,

This reorganization will result in a considerably strengthened
Department of Commerce--one well equipped to monitor and enforce
trade rules in a manner which will protect U.S, rights while
ensuring that 1).S. obligations are carried out; and one better
equipped to promote, foster, and develop the foreign trade of the
United States.

Thank you, Mr, Chairman.
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Mr. Brooks. Our next witness is Ambassador Reuben Askew. He is
tho current Special Trade Representative, His appointment was con-
firmed by the Senate on September 25, 1979, .

He is a lawver. Prior to his election as Governor of Florida, he
served in several elected offices in Florida. Ho also spent 2 years with
the Air Foree during the Korean conflict.

Wae look forward to your testimony, Mr. Ambassador.

Wo would welcome a summary of your written statement which
would bo included in the record of these hearings, but. you proceed
as you see fit.

Wo aro delighted to have you here. You might introduce the people
who are accompanying vou, 1f you would.

STATEMENT OF AMBASSADOR REUBEN 0'D. ASKEW, SPECIAL TRADE
REPRESENTATIVE: ACCOMPANIELD BY WILLIAM B. KELLY, ASSO-
CIATE SPECIAL TRADE REPRESENTATIVE: ROBERT CASSIDY,

GENERAL COUNSEL; AND RICHARD FFIMLICH, ASSISTANT SPX-
CIAL TRADE REPRESENTATIVE

Mr. Askew. Thank you very much, Mr. Chairinan.

On my left is Bill Kelly, who is the Associate Trade Representative.
Bob Cassidy, the General Counsel, and Dick Heimlich, the Assistant
Special Trade Representative, are on my right.

I have a statement. that T prepared and that 1 would like to submit
for the record, with your permission, Mr. Chairman, and simply give
you a couplo of thoughts of mine as I approach this responsibility and
respond to whatever questions the chairman or the subcommittee might
feel appropriate.

Mr. Brooks. Without objection, your prepaied statement will be
included in the record.

Mr. Askew. The Congress, for years, has been -oncerned about the
necessity to have a singular prineipal advocate for trade, feeling that
trade has not been given the priority that it should.

As we went into the multiple M'TN rounds of the GATT,in 1962, the
Congress felt strongly that there should be a principal person to
handle these negotiations, and then in 1974 they upgraded that posi-
tion to Cabinet level. T think that proved to be a very wise move. I
think without that type of principal representation ‘it would have
been diflicult. to see the accomplishments of the recent Tokyo round.

The offico T now hold has been successful for what it has been asked
to do, generally speaking. However, it has been successful within the
limited sphere of multilateral trade negotiations. Now, I think what
this plan suggests is that we take a vehicle that has been generally
successful in a more limited way and try to apply it to an expanded
authority, particularly trade coordination, policy development, and
direct investment,

I am not without somo appreciation of the inherent difficulty in
attempting to try to make some of these new procedures work as thev
relato between different departments. There is some very strong feel-
ing that there should be a single department. At first blush, I believe
that has some appeal. The problem with it, from my standpoint, is that
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thero aro so many different phases of our governmental activity that
reach into trade that to assume yon could have one person in charge
of that and therefore indirectly in charge of so many other govern-
mental activities is to assume something that would simply break down
in terms of operation. o

If you could recognize that, Mr, Horton, I really think it could solve
soma of the problems in terms of the split between coordination and
implementation. .

However, this plan envisions that the best way to try to accomplish
the necessary reorganization is to continue what proved to be gen-
erally successful in the MTN. That is to have a neutral broker. Be-
causo you are going to have differences within your spheres of govern-
ment, they are going to get to the President and he is going to have to
reconcile them. Somewhere along the line. that President has got to
have some stafl input, just as the chairman and each Member of the
Congress must have when they have conflicting differences within
their own constituencies and their own staffs,

>o, tho idea of having a neutral broker close to the President, with
tho clout of the Executive Office of the President, was conceived, and
I think it has worked. T think that is exactly what we are trying to
transposo under this plan,

It, again, is not without some difficulties. When you start trying to
deal with some areas where the State Department has a vital interest,
1t is going to require these of us principally involved, in good faith,
to try to work out some operating procedures so we can make sure
that all of the input that is necessary for that particular standpoint
goes into the total process. Then, if there are any differences, of course,
the President can reconcile that decision. The same is true in Treasury
and in Commerce,

Having been Chairman of the President's Advisory Board on Am-
bassadorial Appointments, in which I served for close to 3 vears, I
saw the need to have good coordination on behalf of the principal Eer-
son representing the President in each country—that 1s, the ambas-
sador. However, you do have situations, such as in Geneva, where you
have multiple representation.

I think the concern really should be of an insistence on the part of
the Congress to the Executive to have better coordination so that that
ambassador always knows cssentially what is going on, so that that
ambassador is never put in the position of failing to understand, or
appreciate, or know what is going on when he is representing another
phase of the executive branch of the Government.

I think that, more and more, this is exactly what the State Depart-
ment is trying to do. And the same is true of the other departments.

As we seek 1o fulfill our oblizations in these areas where we are being
assigned jurisdiction previously held by other departments, we are
simply going to have to make it work and to try to create and sustain
effective human relationships. That is essentially what we are seeking
to do in this whole area.

I think the day has passed when the United States can afford to
have a passive trade policy. I think we need an aggressive trade policy.
The figures that Mr. Horton cited are impressive. The world, how-
ever, has changed. We lelped bring this changing world about in order
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to help others be competitive with us, That was in our best interest.
But now the time has come when, if we negotiate a treaty, in my
opinion, we should not be talking just about making sure that we as-
sume our full obligations. We ought to be talking about. closely moni-
toring cvervthing that happens to insure that we also enforce our
rights under that agreement.

That is essentially what the President is looking to. T think, and
what the Congress is looking to, in the Office of STR.

As I told the Committee on Finance in the Senate, I do not profess
to be a trade expert. But as you gentlemen know who are called upon
to make a multituce of decisions, the final analysis is one of judgment.
An important clement of foreign trade always has to be the domestic
cconomic face of a given issue—how it affects us in this country, how
it affeets our jobs, how we can do a better job of exporting, and how
we can do a better job of competing against imports.

This reorganization plan envisions that we are going to take the
operating relationship of the MTN and give it additional responsi-
bility. There is no way you can put down in writing exactly how
everyone is supposed to act. A lot is going to have to depend on the
good faith of the people in place and their commitment to the Con-
gress, who passed the law, to make it work.

Mr. Brooks. Thank you very much.

I have a couple of questions.

Would you describe the role of the Special T'rade Representative
vis-a-vis the 'Trade Policy Committee? Do you plan to discuss fully
all trade policy initiatives with all members of the Trade Policy
Committee?

Mr. Askew. Mr. Chairman, the Trade Policy Committee is essen-
tially an institutional mechanism designed to assure input on behalf of
everyone who is involved on the TPC.

It is true, from my understanding, that this Trade Policy Commit-
tee has not met frequently in terms of the principals. However, the
principals have input on a staff level, and the very fact that the staff
tries to reconcile some of these issues consistent with the parameters
of what the principals set out does not necessarily mean that a prin-
cipal is not having any input.

As T understand it also, this committee has met two or three times
in the past vear.

It would be my feceling that it would meet when there was any issue
of sufficient importance to necessitate the presence of the principals.
But we would try to utilize the system to try to work out any differ-
ences short of that.

Mr. Brooks. Mr. Ambassador, the President’s reorganization plan
gives you primary responsibility for developing and coordinating
direct investment. matters insofar as they relate to international trade
policy. How do you view this role, and what do you plan to do in it?

Mr. Askew. I think it is an important role, Mr. Chairman, and one
that we are groing to have to pursue in a new light.

I 'am not sure whether or not this country has a policy, per se, in
this area. I say this particularly as some of the countries now are nego-
tiating bilateral agreements on direct investment. Germany has con-
cluded such agreements, Switzerland and several others, including the
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United Kingdom have done so as well. We would try to negotiate a
situation in which any foreign investment of ours going to other coun-
tries would be properly protected with some understanding of how we
were going to treat them and they were going to try to treat us. This
area requires attention. It is an area that I do not believe has been
given »nll the attention it shonld. To the extent that we can, we intend
to do that.

Mr. Brooks. With the advice of the Trade Policy Committee, the
Trade Representative 1s empowered to issue “policy guidance” to
departments and agencies on the expansion of exports from the United
States. Will this guidance control the operations of the Departments
of Commerce, Agriculture, or Energy ?

Mr. Asgew. Obviously not, sir. No, it would not. What it would do,
hopefully, is to set a policy that they cold follow through and imple-
ment. But there is no intent on the part of this reorganization plan
to put the STR in a position to be able to control the activities of any
department.

r. Brooks. As Vice Chairman and voting member of the board of
the Overseas Private Investment Corp., do you plan to take an active
role in the business of OPIC?

Mr. Askew. Yes. sir.

Mr. Brooks. Do you plan to assign personnel abroad, other than
in Geneva as mentioned in the President’s message accompanying the
reorganization plan?

Mr. Askew. There has been a good deal of discussion of this possi-
bility by the National Governor’s Association. I think Senator Roth
has some strong feelings on this subject. But right now, the supple-
mental request we have at OMB does not envision any overseas opera-
tions other than the GATT in Geneva. I think the area has some valid-
ity for consideration, but presently our recommendations do not take
in numbers in that regard.

Mr. Brooxs. I have a few other questions I will submit for you to
give me written answers, hopefully in time for our report, Governor.

Mr. Askew. Yes, sir.

Mr. Brooks. Without objection, they will appear in the record at
this point.

[The material follows:]

BTR QUESTIONS

Qucstion. Do you view the Trade Policy Committee as a decisionmaking au-
thority with specific trade policy operating responsibility?

Answer. No. Operating responsibilities lie with the line departments and
agencies, and the USTR. The TPC is advisory, rather than a decisionmaker.
The decisionmakers are the USTR and the President.

Question. In the event of a disagreement between the Special Trade Represen-
tative and the Secretary of Agriculture on the question of a trade inftiative in
the area of U.S. agricultural exports, how do you perceive your role?

Answer. In the event the USTR could not work out any disagreement with
any fe'low Cabinet officer, that offi~er would he free to anpea! to the President.

Question. Under Reorganization Plan No. 8, what will be the role of the Trade
Negotiating Committee?

Answer. The TNC is designed to provide interagency advice and guidance to
the USTR on the management of international negotiations under its mandate.

Mr. Brooxs. Mr. Horton from New York.
Mr. Horrown. Thank you, Mr. Chairman.

Governor, we are happy to have you with us and to have the benefit
of your testimony.
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You would be given a lot of responsibility under this reorganization
plan as the Trade Representative. Do you think you will have enough
people to do the negotiating, coordination, and policy research that is

uired ¢
requ. Askew. I certainly hope that we will, sir, and I think in the final
analysis, being a part of the executive branch, you make do with what
you have. I think this is an area, however, where the Congress expressed
some very strong feeling in terms of making sure that it is adequately
staffed and adequately funded.

Our present budget for this year is clearly inadequate. We are talk-
ing about 50 people with a budget of about $4 million. When T read
some of the cgarges under the proposed reorganization and the Exec-
utive order as presently being circulated, I think there is just no ques-
tion that we will need sufficient people and sufficient funds, par-
ticularly travel funds, if we are to do the job.

I have been in discussion with Jim MecIntryve. T happen to enjoy
a very good personal relationship, as many of you do, with Jim
MclIntyre, having known him prior to the time that he came up to
Washington. So, I have confidence that we will able to work out some-
thing satisfactory.

I Enow there were some big figures being floated around. T think a lot.
of those figures were based on the feeling that we might be submitting
overseas operating personnel other than at the GATT. As I said, we
are not. But we are going to need some more people in other areas.

Mr. HortoN. As the chairman said, it is going to be important for
us to have at least some ballpark figures before we go to the floor
because Members are going to ask the chairman and myself on the floor
and privately about this. Tt could endanger the reorganization plan if
we do not have something.

Mr. Askew. Having spent 12 years in the State legislature, I can
completely understand where you would not be in a position to be able
to do that until we gave you that information.

I think Mr. McIntyre made it clear that he would share that infor-
mation with you, and I will be working with him. Let me stress one
point, though. I am not without some appreciation that I have assured
a responsibility that enjoys a substantial congressional base, and I am
not totally naive in this regard in terms of utilizing that base. At the
same time, I am part of the executive branch. I want to work with them
any way I can. But I also want to keep faith with the Congress under
th(lawpresent law, making sure that we have the people to do the job.

r. HorroN. That is fine. Do you plan any internal reorganizationt

Mr. Askew. Yes, sir. Right now, we are in the process of
perfecting-——

Mr. Horton. Mrs. Kreps furnished us with a reorganization chart.
Perhaps you could furnish us with something similar.

Mr. AsxEw. Yes,sir. I will be happy to do that.

Mr. Horton. That would be hel fuﬁ

Mr. AsgEw. Yes, sir. We will furnish that for the record.

Mr. Brooxs. Without objection, it will appear in the record at this
point.

[The material follows:]
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UHCEADED. SECTORAL MNALYSIS PROGUA' FOR_IPAN ANW COIPIRCE

Fne Departwent wild) establish < major capability for
induntrinl analysis, policy devclopmert and scelecgted
inGustry &ssistance efforts. “Thc cosnerstone for this
capability will be a nev Bureau of Incustrial Analysis
modcled &fter the Bureau of Economic hnalysis which has
2 recputation for objective, highly credible macrocconomic
analyais &nd reporting. Like BEA, the Burcau of Industrial
Analysis (R875) will report to the Deparlbent's Crietf
Economist and have parity with BEA and the Census Burcau,
The components of the Department's nev industrial program,
beginning with BIA, AIe[as follows. .
!
Bureau of Incdustrial Analysis (BIA)
The Bureau of Industrial Analysis will provide, to a variety
of clients, objective and professional scctor-specific and
cross-sector information and analysis. Its principal role
vwill be to serve the analytical suppori nceds of policymakers
in Trade and Comwerce, in the Executive Office of the
President, and in other Departuenis and agencies, It will
#lso provide industry specific information to the Under
Secretary for Trade for export éeveloprent targetting, short
supply, import administration and industrial mobilization
requiremsnts. It will provide the date basc, on a micro-
economic basis, which policymikers may use in considering
issues and proposals directed at or eficcting warticular
industries. -

The principal activities of BIA will include preparation of
the following:

o current and pypjeccted data on industrial prices,
production, inventories, etc. at various levels
of aggyregation; .

o information on industrial operations, industry
structure, industrial processes, interindustry
relationships,: plant capacity, ctlc.;

- o asscssmoents of econoinic conditions iu various
industries, including analyses of the impact of
such factors as labor conditions, trade deveclop-
nent, productivity, capital aveilability and others on
industrial performance, as well as early identifica-
~tion of industry probleins ané opportunities;
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o impiactl enalyses to be used in Federal decision-
maling on cuirent pol;cy and pnnqrum issues such
an ]ca)slut‘on, EPA rogulaltonJ, 171C recomrmenda-
tions, trade nnqot\atxnr positions, encrgy policy
proposals, ete.; ;

o sophisticaled rczearch on issucs such as productivity,
capital investiment and industry structure.

B1A will have a steff of approximately 190 people, primarily
economists and industry specialists, ‘Approxiwately 140
positions will be fi)lead vith ﬂuullflﬁu Cepartmental staff
Approximately 50 posxtxon will be filled through .
Sccretarial rcprogxnmm)ng of wvacant positions throughout
the Departmnent. .

The hebdd of BIA will be an individual with recognized credentials
and managoinent ability sclected in consultation with the
Governnont s top econonmic.policy advisors. Similarly

gualificd officials will be recruited to £fill 5 cr 6 carcer

SES 5econc level managemznt positions within the Burcau.

Assistant Sccretary for Policy

The Office of the Assistant Sccretary for Policy will provice
policy analysis on incustry and cross-industry issues. The
Office will be augmented by the transfer of resources from
IT™A's Office of Businens Policy Analysis This staff of
npproxlmate]y five vill be combinad uth other Policy
positions in a new Offlice of Industrial Policy Analysis.

This Office will be responsible for:

o anuly/xng and making policy rccommendations on
cross-industry issues such as taxation, anti-
trust, labor:issucs and policies affecting small
business =

o making policy recommendations regurdlng the Govern-

ment's unﬂnrtak;ng actions in suppori. of endangcred
or eincrging industries

57-408 0 - 80 - 10
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o vy ring the policy and op-reticnel toole avail-
able to eect industrial dovelopa-nt needs, and
dotermining what institutiona? recheniosms, such
ats tin: legislation, regulatory reforn,, dircect
assistance, and otliers, arc mosi eppr p')dlc

Ass! isiant _Sccrotary for Science angd n-chnolo'v

The Assistant Secrctaery for Science and Technology now has
staff capability for asseusing industry-spreifice

lechnolngy conditions, which are bccon)ng an xnrrcaqxngly
important aspect of our overall ccononic and coumpetitive
position. To supplem=nt this capability, 7 pasitions from
the former BOED Officde of Business Policy Analysis will be
transferred to the Assistant 50crchuxy to provide needed
support for comprchensive reviews of the technolugical
implications of Yederal cnvironmental reguléelions. © In
addition, the Assistant Secretary will establish an
Industrial bevelopreni Projects Staff. This stafif will be
made up of 13 positions transfoerred from the Office of
Business Prograins {(formerly part of the abol' cd Burcau of
NDomestic Business Development). This staff will draw upon
the analytical productis of the Bureau of Induqlrxdl Analysis
and the scientific/technological support available from the
National Burcau of Standards, the Patent and Trademark Office
and the Mational Technicel Inforiration Service in order to
develop options for spoecific programs to aid distressed or
emerging 3ndusiries.  In this way, industry asnsistance programs,
such as those involving the footwecar, stecl and jevelry
industries, will have an institutional base in the Department,
and be better able to take advantage of 211 of its policy,
industrial analysis and operational resources.

Under Sccretary for, Trade

The Department's proposed new trade avthorities have yielded
a reurganization propozal establishing an Undox Secrctary
for Trade under whom all trade developneni, trade policy and
import and expori administration pragrams will be organized.
The PBurcau of Industrial Analysis will be a prime supplier

—of indus.trial data and interpretation to the Under Scaretary
in the management of all of these programs. Howoever, a
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cadre of 306 people will be assigned to the Bader Scerctary
for Trade for industrial worky of spreial impn tance (Lo
trade program managewsal., This siaff vill optrote on a
project basis, drawving upon the central cepability of
BIA and tailoring its analyses to import polizy nceds,
export promotion planning, MTN inplemzntatios, ptco.

il

]
Deputy Under Secretary for Regional Afairs

While recognizing the priwmary role of ‘its incuntvial analysis
efiorts in supporting Feéeral Government policy end prograin
decisjonnmaking, theDepartment has a continuing obligation

to mecet the business community's needs for information and
assistance. To nect this obligation, the Departivent will
transfer xesources in the former BDBD Oifice of the

Ombudsman to the beputy Under Sccretavy. 7This staff wil)
serve as the focal point for business inguirics, routine
assistance and special projectes such as conferences and
scminars on business related topics.
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Mr. Horrox. Where is your new office physically going to be located ?

Mr. Askew. It will continue to be physically at 1800 G Stpreet, NWL
suite 720, which i« the oftice that was set up for Mr. Strauss, However,
this is another issue that T will be discussing with Mr. MeIntyre, We
obviousty will need some additional space: we really do not have
enough space now for our existing staff. As we anticipate fulfilling the
rezponsibilities of ¢cxpanded authority under the reorganization. ob-
viously, we are going to have to have some new space. Where that will
be, T do not know, sir.

My, Horrox, T have some other questions also that T would like to
submit and ask you to give us a written answer for the record in order
that we can proceed and not take up any more time at this hearing.

Mr. Askew. Certainly.

Mr. Brooks., Without objection. they will appear in the record at
this point.

[That material follows:]
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QUESTIONS SUBMITTED BY i4R. HORTON

Besides the Commercial Attaches, how many people will
aqtually be transferred from one agency to another?
Will you supply us with a detailed list of the number

and from what agency they will be transferred and to
where?

In additior to the commercial attaches from the State
Department, we expect that about 219 positions will

be transferred from T:easury to Commerce: (1) 14 from
the Office of Tariff Affairs; and (2) 205 from the
Customs CVD/ADl investigative unit. The investigative
unit figure includes the 130 positions Congress
recently approved to handle the expected growth in the
counterva:ling and dumping caseload.

Up to 15 positions may be transferred tc USTR from
State and up to 5 positions may be transferred to
USTR from Treasury.

This is a question regarding the new Deputy Secretary
of Commerce. I assume that since the Under Secretary
of Commerce position is abolished that this is simply
a title change with the new "Deputy" becoming the
number tws person at the Department of Commerce, but
it is not clear. Usually there is some language such
as "the Deputy shall act in the absence of the Secre-
tary” or the like, but that is m.ssing. Could you
explain the new position.

The new Deputy Secretary of Commerce will be the
second-ranking of ficial of the Department. Section 2
of the Reorganization Plan No. 2 of 1950 authorizes
the Secretary to delegate any function and we believe
that this is adequate authority for the Secretary to
designate the Deputy Secretary as second-ranking
official. We expect that an appropriate secretarial
delegation will be issued when the first Deputy
Secretary takes office.
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QUESTION: In the Message .t is very clear that one of the new
Assis‘ant Secretaries of Commerce will be for "Trade
Administration” and the other for "Export Development."”
Yet, in the actual Plan, these titles are not assigned.
Can you tell us why they are not designated?

ANSWER: The reorganization pian denominates the new Under
Secretary as Under Secretary for International Trade,
In keeping with the general practice regarding
Assistant Secretaries of Commerce, the plan does not
name the two new Assistant Secretaries. They will be
named administratively by the Secretary, as is now
the case with regard to the Assistant Secretary for
Industry and Trade (this position will be the third
Assistant Secretary reporting to the Under Secretary
for International Trade).

QUESTION: Exactly what are your plans for the Commercial Attaches?
Your message says that “initially" they will be trans-
ferred to the Commerce Department, yet the message con-
tinues that "over time” ... “undoubtedly the Commerce
Department will review the problem. I think that it is
unfair to leave these public servants left dangling
with an "undoubtedly something will be done" response.

ANSWER: All 162 existing full-time commercial positions are to
be transferred at once. Any additions will be made
incrementally and probably over quite a few years; we
expect no sudden changes of significance once the
initial transfer occurs.

QUESTION: Who will be the actual negotiators in commodity nego-
tiations? Will it be negotiators from the State
Department, the new STR, or perhaps both?

A follow-up gquestion to that is, who will be in charge
of cormnodity negotiations? 1 assume that it is the
new STR.

ANSWER: The U.S. Trade Represéntative will have primary
authority and responsibility for commodity negotia-
tions. USTR will draw heavily on the expertise of
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the State Department in commcdity negotiations, though,
and may call upon State to lead such negotiations when
nontrade-related issues are presented.

Who will be the actual negotiators for energy negotia-
tions, the State Department, the Department of Energy
or the new STR, or some combination?

A follow-up question to that is, who will be in charge
of energy negotiations? Again, I assume that it is
the new STR.

The Secretary of Energy and State, both sitting on

the Trade Policy Committee, will advise the Trade
Representative on energy trade policy, with the right
to appeal directly to the President if either or both
should disagree with the decision of the Trade Repre-
sentative. Negotiations will be conducted by all three
agencies at different times, but policy guidance for
negotiating positions will come from the Trade Repre-
sentative (acting with the advice of the TPC).

Can you supply us with a list of exactly what new
Multilateral Trade Negotiations (MTN) implementation
functions are switched to the Commerce Department?

Commerce, a member of the TPC, will coordinate with

the Trade Representative on MTN implementation. It

will be responsible for functions that are best

handled by constituency-oriented agencies, including:
° educational and promotion programs,

° technical assistance to the private sector,

° consultations with private sector advisory

committees,

data base development and maintenance,

staffing for formal complaints,

information dissemination,

analytical support,

developing basic information on foreign laws,

regulations and procedures affected by MTN

agreements,
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° monitoring foreign compliance, and
° assisting U.S. exporters in qualifying for
foreign government procurement opportunitie=x,

identifying problems, securing certification,
etc.

Concern has been expressed that since the Plan does
not explicitly mention the "service industry" that
this might be overlooked, yet it is one of our few
bright spotfs in the trade area providing us with a
surplus of $23 billion in our balance or payments
accounts in 1978. I have a two-part question. First,
is the "service industry" included in your trade
reorganization; then, second, what agency or group
will be in overall charge of the sgervice industry
aspacts of trade?

Trade in services definitely is included in the term
“trade.” As in other areas, the Trade Representative
with the advice of the Trade Policy Committee, will
establish policy, and line agencies -- particularly
the Commerce Department -- will carry it out.

What is your understanding of the relationship between
STR and the Trade Policy Committee? Will you or the
Ccommittee be the final authority on trade policy?

The Trade Policy Committee will be the interagency
mechanism through which each interested agency will
have its legitimate input. The TPC will be advicory
to the Trade Representative; of course, if a member
disagrees with his final recommendation, that member
is free to appeal to the President. The President is
the final authority.
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Could you explain to us the exact function of the
Trade Negotiating Committee?

The function of the Trade Negotiating Committee is to
manage negotiations in accordance with TPC and USTR
policies. It will develop negotiating tactics and
strategy within the policy guidance laid down through
the TPC and the USTR. It will be made up solely of

the departments actually involved in the negotiating
delegations.

How many people do you think will be required for the
STR office in Geneva?

Approximately 11.

You have been charged with the lead responsibility
for trade and commodity maxiters in the Organizations
for Economic Cooperation and Development (OECD).

How many people will that take, will they all be STR
personnel, and where will they be located -- in Wash-
ington or overseas?

STR will have people involved in OECD trade and
commodity matters; they will be STR personnel located
in Washington:; we do not presently expect to have STR
people working at the U.S. mission to the OECD.

You are also charged with the lead responsibility for
the United Nations Conference on Trade and Develop-
ment (UNCTAD). How many people will that take, will
they all be STR personnel, and where will they be
located?
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We expect B8 people to spend a substantial proportion
of their time working on UNCTAD trade and commodity
matters. Most will be STR personnel in Washington;
however, our delegation in Geneva will also have 2

STR personnel working on trade and commodity matters
in UNCTAD.

You have been charged with policy in virtually all
trade matters from import remedies, to East-West
trade, to energy trade, etc. Do you intend to do
all "in-house" policy research, or do you intend to
rely on the line agencies and coordinate policy?

We will rely on line agencies to do much of the
policy research,

what is your understanding of the role of the new
Deputy Secretary of Commerce? Is that simply a
title change with the Under Secretaryship that is
being abolished?

The reorganization plan provides for the establish-
ment of a Level II1 Under Secretary for International
Trade, who will be responsible for trade matters.
Legislation pending would provide also for a Level
I11I Under Sccretary for Economic Development. The
Administrator of the National Oceanic and Atmosrheric
Administration is also at Level III. The net result
would be four Level II1 executive officers in tne
Department.

It makes sense, therefore, to upgrade the existing
Under Secretary to a Deputy Secretary to avoid
sensitive problems or precedence among program
executives. This would accord with the existing
management structure of the Departments of Defense,
State, Treasury, Justice, Agriculture, Transportation,
and Energy, each of which has a Deputy Secretary.
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In the Message, the two Assistant Secretaries are
designated, one for "Trade Administration” and the
other for "Export Promotion," yet they are not so
designated in the Plan. 1Is there a reason for that
from your perspective? Would you object to them
being so designated?

Under the reorganization proposal, attention to
trade matters will become a principal mission of
the Department. The creation of the position of
Under Secretary for International Trade ensures
that the vital area of trade policy implementation
will receive the kind of day-to-day attention at
the very highest level of this Department that it
both demands and deserves. There will be added to
the Department 2,500 people, including approximately
1,000 who are being transferred from the Depart-
ments of Treasury and State. Moreover, in our
proposal, we have identified three major areas of
trade responsibilities -- trade development, the
administration of import and export programs, and
international economic policy -- each of which
warrants hign level management and leadership at
the Assistant Secretary level (only two additional
positions are needed, as there is already an
Assistant Secretary for Industry and Trade).

I have a series of follow-up questions regarding
these Assistant Secretaries. First, the Plan and
Message lists two, yet the proposal submitted by
you lists three. Can you explain where this
third one came from?

Only two Assistant Secretary positions are needed
since authority already exists for one Assistant
Secretary (now the Assistant Secretary for Industry
and Trade).

Second, if the third Assistant Secretary is simply

a change in name for the present Assistant Secretary
for Industry and Trade, won't that cause a problem
since he has some domestic industry duties?
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In recent years, most of the focus of the Industry
and Trade Administration has been on international
and export issues. We anticipate the ability to
handle properly those few matters which are purely
"domestic" through some functional transfers to the
new Bureau of Industry Analysis under the Chief
Economist, the Assistant Secretary for Science and
Technology, the Assistant Secretary for Policy, etc.

Third, why are the names of the Assistant Secretaries
different from those listed in the President's
Message? The "Trade Administration” title is left
unchanged, but "Export Promotion" seems to have
disappeared.

Some titles have been changed slightly to more
accurately identify the responsibilities of the
particular assistant secretary.

Can you explain to us what career pattern you
envision for the Commercial Attaches?

Members of the Foreign Commercial Service will
have career tracks available to them in the
Department of Commerce.

As Foreign Commercial Service Officers, they can
aspire to chief of commercial section positions,
which in major embassies will carry with them
Counselor of Embassy titles and responsibilities.
In embassies with active commercial programs, such
as Tokyo, Jidda, London and Bonn, counsel of
embassy positions will have significant management
and trade policy responsibilities and will have
Senior Executive Service-level grades. It is also
anticipated that, on a selective basis, these
officers may be considered for Principal Officer
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positions at consulate generals and for Deputy
Chief of Mission and Chief of Mission (Ambassador)
positions at posts with major commercial programs.

Within the Department, the full range of junior

to senior positions will be available to Foreign
Commercial Service Officers. Career patterns for
these officers envisage assignments within the
Department and its dowaestic field officers which
will prepare them to compete on equal terms, with
domestic counterparts, for the Department's senior
career positions.
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Mr. Horton. Thank you very much, Governor, and best wishes
to you in the new responsibility that you have, It is an awesome
responsibility but a very important responsibility for the good of
this country.

Mr. Askew. Mr. Horton, I think it is; I think, when we look at
where we arc in terms of the world and at the diminishing percentage
of our GNP as far as exports are concerned, and when we see what
is happening to us in terms of the dollar, particularly our tremendous
trade 1mbalance, we must realize that we are all going to have to pull
together.

Vhat impressed me most in this area as an outsider at the time of
the congressional approval of the trade agreements was what I
thought was a unique working relationship on a bipartisan basis in
both Houses of the Cougress, working with the Congress and the
President, and, in particular, taking into consideration the meaning-
ful input by the private sector, which I think this kind of cooperation
will continue to ll)o critically important to the success of the operation
of this office, the same as it was in the accompliskment of the MTN.

Mr. Brooxs. Thank you, Mr. Horton. The gentleman from Florida,
Mr. Fascell.

Mr. FasceLL. Thank you, Mr. Chairman.

I am delighted to welcome the Governor here today and to say that
to his new job of such awesome responsibilities, the Governor brings
a wealth of legislative and administrative experience. In my judgment
—and I say this with personal knowledge—the Governor is certainly
the right man for such an important position in the Federal
GGovernment.

One of the first changes of this position will be to maintain a re-
lationship with the Congress. I would like to ask the Governor how
he views that.

Since you will be directly in the Office of the President, you could
avail yourself, I suppose, of the cloak of the President in your avail-
ability to the Congress. Yet the position you have undertaken requires
50 much internal coordination and such a close relationship with the
Congress. How do you, in general terms, perceive that ?

Mr. Askew. A year from now, I will tell you for sure exactly how
it works. But I perceive that my responsibility is one of working
for the Congress as well as for the President. 1 understand the consti-
tutional basis of this whole area, and I guess one of the things that
attracted me to accept this responsibility, Mr. Fascell, was the fact
that there was a congressional base, particularly in working with
the House Ways and Means Committee, and Trade Subcommittee,
and the other relevant committees as well as with the Senate Com-
mittee on Finance and their subcommittee. To have the congressional
base to try to do the job well as well as to enjoy status in the Cabinet
of the President with only a relatively smalﬂ staff—all this attracted
me.

I do not profess to have all the talent that Bob Strauss has in terms
of being able to work with all of the Members of the Congress. How-
ever, I know that without such a relationship I will not be able to do
the joh effectively. So I will try to work with you very closely. Beyond
that, I look forward to our relationship, not only in terms of principles
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‘but also in terms of our staffs, which I think also will be critically
important.

* Mr. FasceLr. Thank you very much.

.Mr. Brooks. We want to say, Mr. Ambassador, we certainly ap-
pteciate your testimony here, and we are delighted to have you. We
appreciate the candid and helpful responses from all the witnesses,

'he hearings will continue on Thursday when Congressmen Vanik,
Lgl!}g, an;iy several witnesses from private businesses and organizations
will testify.

I am hopeful that we can mark up the bill on Thursday. I do not
think that will take too long. I would like to mark it up then, and

I will put the members on notice that we will need to have them all
here for that procedure.

The subcommittee is adjourned until 9 :30 a.m., on Thursday.
[Mr. Askew’s prepared statement follows:]

57-408 0 - 80 - 11
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REMARKS OF AMBASSADOR REUBIN 0'D. ASKEW
TO THE SUBCOMMITTEE ON LEGISLATION AND NATIONAL SECURITY

MR, CHAIRMAN AND MEMBERS:

I AM PLEASED TO HAVE THIS OPPORTUNITY TO SHARE WITH
YOU MY VIEWS ON PRESIDENT CARTER’S REORGANIZATION PLAN #3,
WHICH RESTRUCTURES THE TRADE FUNCTIONS OF THE UNITED STATES

GOVERNMENT,

DIRECTOR McINTYRE HAS DESCRIBED THE PLAN, SO I WILL
CONCENTRATE ON HOW iT WOULD AFFECT MY OFFICE, THE RENAMED

UNITED STATES TRADE REPRESENTATIVE (USTR).
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FIRST, HOWEVER, IT IS WORTH NOTING rOR THE RECORD

HOW THIS OFFICE HAS EVOLVED, THE OFFICE WAS CREATED BY

THE CONGRESS IN THE TRADE EXPANSION ACT OF 1962 TO PROVIDE

A MECHANISM UNDER THE DIRECTION OF THE PRESIDENT FOR
REPRESENTATION OF THE BROAD NATIONAL ECONOMIC INTERESTS

OF THE UNITED STATES IN INTERNATIONAL TRADE NEGOTIATIONS.
THAT MEANT WEIGHING AND BALANCING THOSE SOMETIMES CONFLICTING
NATIONAL INTERESTS WITH THE GREATEST POSSIBLE OBJECTIVITY,
AND WITHOUT GIVING UNDUE WEIGHT TO ANY PARTICULAR

CONSTITUENCY OR UNITED STATES POLICY OBJECTIVE.
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THE ROLE AND RESPONSIBILITIES OF THE SPECIAL TRADE

REPRESENTATIVE HAVE BEEN SIGNIFICANTLY ENHANCED AND BROADENED

BY THE CONGRESS AND FIVE PRESIDENTS SINCE 1962, UNDER THE

TRADE ACT OF 1974 AND THE TRADE AGREEMENTS ACT OF 1979.

THE TRADE AGREEMENTS ACT OF 1979 MANDATED THE EXECUTIVE

REORGANIZATION OF TRADE FUNCTIONS NOW BEFORE THIS SUBCOMMITTEE.

I SEE THE NEW OFFICE OF UNITED STATES TRADE REPRESENTATIVE

AS A DIRECT AND LOGICAL OUTGROWTH OF THE BASIC CONSIDERATIONS

WHICH LED TO ITS CREATION 17 YEARS AGO. THOSE CONSIDERATIONS

WERE THAT:
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-- THERE SHOULD BE CLOSE CONSULTATION AND COCPERATION

AMONG THE PRESIDENT, THE CONGRESS, AND PRIVATE ENTERPRISE

IN DEVELOPING AND CONDUCTING TRADE POLICY;

-- LEGITIMATE CONSTITUENT TRADE INTERESTS OF THE
SEVERAL EXECUTIVE DEPARTMENTS AND AGENCIES SHOULD BE

COORDIWATED; AND

-- THE NATION NEEDS A SINGLE, COHESIVE FOREIGN TRADE
POLICY WHICH IS TRULY REPRESENTATIVE OF THE OVERALL

NATIONAL ECONOMIC INTEREST.
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I WOULD LIKE TO NOTE, MR. CHAIRMAN, THAT THIS ADMINISTRATION
HAS WORKED VERY CLCSELY WITH THE CONGRESS IN DEVELOPING THIS
PLAN. THE VIEWS OF ALL INTERESTED MEMBERS WERE SOUGHT,
CONSIDERED, AND, AS MUCH AS POSSIBLE, REFLECTED IN THE

PRESIDENT’S PRCPOSAL.

UNDER THIS PLAN, THE USTR WOULD BE THE PRINCIPAL TRADE
SPOKESMAN FOR THE PRESIDENT ON INTERNATIONAL TRADE, COMMODITY,
AND DIRECT INVESTMENT POLICY, REPORTING DIRECTLY TO THE
PRESIDENT. THE OFFICE WOULD CONTINUE TO CARRY CABINET RANK,
WITH A SMALL STAFF LOCATED IN THE EXECUTIVE OFFICE OF THE

PRESIDENT.
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THE USTR WOULD CONTINUE TO CHAIR THE INTERAGENCY TRADE

POLICY COMMITTEE AND ITS SUBORDINATE GROUPS, WHICH PROVIDE

ADVICE TO THE USTR, AND THROUGH WHICH POLICY IS COORDINATED.

BUT THE SCOPE OF THE TRADE POLICY COMMITTEE WOULD BE WIDENED

SUBSTANTIALLY TO INCLUDE ALL INTERNATIONAL TRADE, COMMODITY,

AND DIRECT INVESTNENT POLICY MATTERS.

THE USTR WOULD SERVE AS THE FOCUS FOR INTERNATIONAL

TRADE POLICY DEVELOPMEWT, COORDINATION, AND NEGOVIATION.

THE OFFICE WOULD BE RESPONSIBLE FOR DEVELOPING POLICIES ON

IMPORT REMEDIES, EXPORT EXPANSION, EAST-WEST TRADE,

COMMODITIES, INTERNATIONAL INVESTMENT POLICY, ENERGY TRADE

POLICY, AND BILATERAL TRADE RELATIONS.



164

THE USTR WOULD ALSO PLAY A SUBSTANTIAL ROLE IN THE
FORMULATION OF NATIONAL POLICY IN OTHER AREAS WHICH HAVE

MAJOR TRADE IMPLICATIONS.

THE USTR WOULD BE RESPONSIBLE AS WELL FOR REPRESENTING
THE UNITED STATES TO THE GENERAL AGREEMENT ON TARIFFS AND
TRADE (GATT) AND ON TRADE, COMMODITY, AND CEFTAIN INVESTMENT
MATTERS BEFORE THE ORGANIZATION FOR ECONOMIC COOPERATION AND
DEVELOPMENT (OECD) AND BEFORE THE UNITED NATIONS CONFEPENCE

ON TRADE AND DEVELOPMENT (UNCTAD).
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IN RECOGNITION OF THE INCREASING IMPORTANCE OF

SERVICE EXPORTS TO THE U.S. ECONOMY AWD THE U.S. BALANCE

OF PAYMENTS, THE USTR WOULD EXERCISE LEADERSHIP WITH

RESPECT TO THE INTERNATIONAL NEEDS AND TRADE PROBLEMS

OF U.S. SERVICE INDUSTRIES. ALREADY, THE OFFICE OF

THE SPECIAL TRADE REPRESENTATIVE IS GIVING PRIORITY

ATTENTION TO A STUDY OF TRADE BARRIERS IN SERVICES

BEING CONDUCTED BY THE ORGANIZATION FOR ECONOMIC

COOPERATION AND DEVELOPMENT,
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PERHAPS ONE OF THE MOST IMPORTANT NEW RESPONSIBILITIES
OF THE USTR WOU!D BE TO DEVELOP A MUCH NEEDED EFFECTIVE
CAPABILITY TO ANALYZE AND EVALUATE TRADE [SSUES AND TRENDS
IN A SWIFTLY CHANGING WORLD MARKETPLACE, ANTICIPATING THE

'EFFECTS OF THESE TRENDS.

OF COURSE, THE USTR WOULD BE RESPONSIBLE FOR OVERSEEING
THE IMPLEMENTATION OF THE MULTILATERAL TRADE NEGOTIATION
AGREEMENTS REACHED IN THE TOKYO ROUND, A TASK WHICH IS VITAL

TO REALIZATION OF THE BENEFITS OF THOSE HARD-DRIVEN BARGAINS.
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THE REORGANIZATION PLAN WOULD GIVE THE USTR NEW

RESPONSIBILITIES IN A NUMBER OF AREAS -~ SUCH AS COMMODITIES,

EAST-WEST TRADE, EXPORT AND INVESTMENT POLICY. IN THESE

AREAS, WE HAVE ORGANIZED INTERNALLY TO GET OFF TO A RUNNING

START AND EXPECT TO BE IN EARLY CONTACT WITH THE CONGRESS

AND WITH THE PRIVATE SECTOR TO DEVELOP NEW APPROACHES TO

THE POLICY ISSUES INVOLVED.

IN FULFILLING THESE RESPONSIBILITIES, THE USTR WOULD

WORK CLOSELY AND COOPERATIVELY THROUGH THE TRADE POLICY

COMMITTEE WITH THE NEWLY ENHANCED COMMERCE DEPARTMENT, THE

DEPARTMENTS OF STATE, TREASURY, AGRICULTURE, LABOR, DEFENSE,

ENERGY, AND OTHER GOVERNMENTAL AGENCIES.
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MR. CHAIRMAN, AS THE PRESIDENT SAID IN HIS MESSAGE
TRANSMITTING THIS PLAN TO THE CONGRESS, WE NEED THIS NEW
MACHINERY. AS PRESENTLY CONSTITUTED, THE OFFICE OF THE
SPECIAL REPRESENTATIVE FOR TRADE NEGOTIATIONS IS CHIEFLY
RESPONSIBLE FOR ADMINISTERING THE TRADE AGREEMENTS PROGRAM.
BUT MANY TRADE AND TRADE-RELATED ISSUES ARE THE PRIME CONCERN

OF OTHER AGENCIES OF GOVERNMENT.

WE MUST MAKE AMERICA MORE COMPETITIVE IN THE WORLD
MARKETPLACE. WE MUST ENFORCE. OUR NEW TRADE AGREEMENTS, BOTH
ABROAD AND AT ﬂOME. WE MUST DEVELCP NOT ONLY A UNIFIED TRADE
POLICY, BUT ALSO A STRATEGY FOR ACHIEVING OUR INTERNATIONAL
COMMERCIAL POLICY OBJECTIVES. 1 BELIEVE THIS PLAN PROVIDES
THE FRAMEWORK TO DO THE JOB.

THANK YOU. 1 WOULD BE HAPPY TO TRY TO ANSWER ANY

QUESTIONS.
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[Whereuvon, the subcommittee adjourned, to reconvene at 9:30
a.mn., Thursday, October 18, 1979.]
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REORGANIZATION PLAN NO. 3 OF 1979

(Consolidate Trade Funetions of the U.S. Government)

THURSDAY, OCTOBER 18, 1979

Housk oF REPRESENTATIVES,
LEg1srATION AND NATIONAL SECURITY SUBCOMMITTEE
oF THE COMMITTER ON GOVERNMENT O PERATIONS,
Washington, D.C.

The subcommittee met, pursuant to notice, at 9:40 a.m., in room
2154, Rayburn House Oftice Building, Hon. Jack Brooks (chairman
of the suﬁcommittee) presiding.

Present : Representatives Jack Brooks, William S. Moorhead, Dante
B. Fascell, Elliott H. Levitas, ¥rank Horton, John N. Erlenborn, and
Arlan Stangeland.

Also present: Eugene F. Peters, staff director: Cynthia Meadow,
‘Wilson Abney, and Don Stephens, professional staff members; William
M. Jones, general counsel; Elmer W. Henderson, senior counsel; E.
Jean Grace and Patricia i"loyd, clerks; John M. Duncan, minority
staff director; and James L. George, minority professional staff, Com-
mittee on Government Operations.

Mr. Brooks. The hearing will come to order.

Today we are continuing hearings on Reorganization Plan No. 3 of
1979 and House Resolution 428, a resolution of disapproval submitted
in compliance with the Reorganization Act.

Tuesday we Leard fromn administration witnesses—James McIntyre,
Director of the Office of Management and Budget ; Mrs. Juanita Kreps,
Secretary of Commerce; and Ambassador geubin Askew, Special
Trade Representative.

We will hear today from congressional witnesses and from repre-
sentatives of private industry.

Mr. Horton

Mr. HorTton. Thank you, Mr. Chairman.

Since this trade reorganization plan now before us is so important,
I am glad that you scheduled another day of hearings in orggr that
we can get other opinions on the proYosal. t is nice to hear administra-
tion witnesses, but they are, after all, testifying on their own plan.

I am particularly pleased that the lead-og witness is Charles Vanik,
the very distinguished chairman of the Trade Subcommittee of the
W:ﬁ's and Means Committee. Since he is the one who will be working
with this proposal, I look forward to hearing his views.

I am also pleased to see testimony from Congressman Gillis I.ong.
He had his own proposal and has spent so much time on trade re-
organization that his opinions of the plan are welcomed.

(171)
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Finally, I am pleased to see several witnesses from the private sec-
tor. Since one of the main purposes of this plan is to increase trade ex-
ports, I look forward to hearing their views.

Mr. Brooks. Our first witness this morning is Congressman Charles
A. Vanik, our distinguished colleague from Qhio.

Congressman Vanik has a long-standing interest in trade issnes. As
chairman of the Subcommittee on Trade of the Ways and Means Com-
mittee, Congressman Vanik was instrumental in forging the multi-
lateral trade ncgotiation agreement legislation which was signed
into law earlier this year.

Congressman, we sincerely appreciate your interest in the reorgani-
zation Elan, and your help and advice up to date has been invaluable.
We look forward to your testimony.

STATEMENT OF HON. CHARLES A. VANIK, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF OHIO

Mr. Vanix. Mr. Chairman, I ask unanimous consent to put my en-
2:,0 written statement into the record at this point. Then I will excorpt

m it.

Mr. Brooxs. Without objection, it is so ordered.

Mr. Vanixk. I very much appreciate the opportunity to appear be-
fore your subcommittee on the President’s plan to reorganize certain
trade functions of the Government.

This occasion brings to mind the recent high degree of cooperation
between the Committee on Government Operations and its chairman
and our Subcommittee on Trade of the Committee on Ways and Means
in the development and approval of the Trade Agreements Act of 1979,
I think it was a monumental piece of legislation.

One of the things we can look at with pride as we see the Senate
controversy on SALT is the way we are able to develop this very com-
plicated piece of legislation to get it through both houses of the Con-
gress by overwhelming majorities.

Because we had a consultation, not only between our committees
and between the various legislative groups that were involved in the
legislation but also because we consulted with the industrial, labor,
and agricultural communities of this country, we were able to hold
controversy at a minimum. If we had not used these procedures that
are provided in the Trade Act of 1974, we might have found ourselves
in the same kind of dilemma that the Senate finds itself in today in
its consideration of SALT.

It was a very extraordinary procedure that worked out a consensus.

Mr. Chairman, the central thrust of trade programs and operations
now more than ever before must be commercial in orientation.

The U.S.-producing industries and service enterprises must be
afforded the opportunity to compete in an atmosphere of expanding
and fair trade.

This is critically important because of our need to have a favorable
trade balance.

Most of the trade statutes which seek open and fair opportunities
and conditions for American business, producers, and consumers, in
cooperation with our trading partners have been the object of close
scrutiny under our various committees.
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It is in this context that T would like to discuss certain aspects of the
trade reorganization plan. ,

First, we support the President’s reorganization plan. It is a needed
step in improving the coordination, development, and execution of
trade policy. In particular, it better capitalizes on the potential for
export sales so sorely needed in the face of our unacceptable but con-
tinuing trade deficits.

The specifics of new responsibility for the U.S. Trade Representa-
tive are set forth in section 1(b), subparagraphs (2), (3), and (4).

It should be made clear that in consideration of the President’s
trade reoganization plan, the duties of the Special Representative
for Trade Neogtiations set forth in section 141(c) of the Trade Act of
1974 are to continue in law and in fact.

Speciﬁcallg', subsection (b) of section 141(c) provides that the
Special Trade Representative report directly to the Congress and to
the President and be responsible to the President and the Congress
for the administration of the trade agreements program under this
act, the Trade Expansion Act of 1962, and section 350 of the Tariff
Act of 1930.

In the President’s message on reorganization, it is indicated that the
Trade Representative will be responsible for developing and coordi-
nating trade export expansion progranis.

Mr. Chairman, if the Trade Representative is to be responsible for
overall questions of policy related to the expansion of exports, it
seems desirable that he be given the primary role for development of
an overall export policy and strategy.

It also seems clear that the Trade Representative should be given the
lead role in international discussions of export financing in the OECD
and other international forum.

Some of the primary concerns of the Congress in the recently con-
cluded multilateral trade negotiations were the tax implications of
trade policy and the trade implications cf tax policy.

I feel that the reorganization should place primary responsibilitg
for considering the trade implications of tax policy with the U.S.
Trade Representative.

This is particularly true of the international discussions, whether
they are in the GATT—General Agreement on Tariffs and Trade—or
the OECD—Organization for Economic Cooperation and Develop-
ment—or other international bodies,

At a minimum, this area should be assigned to the Trade Policy
Committee chaired by the Special Trade Representative if it is to
receive the broad attention it deserves.

It is to be noted, Mr. Chairman, that the Department of Commerce
will become responsible for administering the functicns under section
803 and title VII of the Tariff Act of 1930, except for the revenue-
related functions of the U.8. Customs Service.

However, the plan also gives the 1.8, Trade Representative respon-
sibility “to the extent permitted by law” over U.S. policy with regard
to unfair trade practices, including enforcement of the countervailing
duty and antidumping functions under section 803 and title VII of
the Tariff Act of 1980, '

§7-408 O - 80 - 12
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I am concerned that the Secretary of Commerce retain clear respon-
sibility over the administration of these functions, so that their effec-
tive implementation is assured. Regarding the negotiation of agree-
ments to eliminate completely or to eliminate the injurious effects ot
a subsidy or agreements to eliminate completely or eliminate in-
jurious effects of sales at less than fair value—for example, dumping—
I am submitting a more detailed statement on this matter for your
consideration. ‘

However, it should be clear that the 17.S. Trade Representative must
negotiate on the basis of the parameters of each individual case, as
provided by the officials *n the Department of Commerce responsible
for administering the law.

The authority delegated by the Congress to the “administering au-
thority” is for the purpose of eliminating unfair trade practices and
not to avoid trade policy disputes with our trade partners.

The Subcommittee on Trade, Mr. Chairman, also has been reviewing
the effort of the Treasurv Department to draft new regulations under
title VII of the Tariff Act of 1930, as provided in the Trade Agree-
ments Act of 1979,

It is not clear that the officials in the Department of Commerce who
will have responsibility for administering title VII and the new
regulations have had an opportunity to participate fully in the draft-
ing of the regulations developed in the Treasury Department.

In a number of instances, these new regulations establish policy
clearly not consistent with the statute or congressional intent in the
Trade Act of 1974 or the Trade Agreements Act of 1979.

I would hope, Mr. Chairman, that the legislative historv of the
reorganization would strongly indicate that the Department of Com-
merce would indeed be the administering authority, insofar as any new
regulations under the antidumping snd countervailing duty statutes
are concerned.

This is important in many areas. But in the operation of the trigger
rice mechanism, applying to steel imports, it is essential at this time.
here must be a full followthrough by the responsible officials.
Finally, Mr. Chairman, our subcommittee has been concerned with

the slowness with which the Department of Treasury has acted to
assess duties in active cases under both the countervailing duty and the
antidumping statutes.

There are a number of outstanding cases, one extending over a period
of 9 years, which is still in the bowels or the inner workings of the
Treasury Department.

I think that Congress must insist that the transfer of functions
between the Treasury and the Department of Commerce will be
hardled in such a manner as to assure that the law is carried out and
appropriate duties are assessed in a manner that will avoid undesirable
precedents for future administration of the antidumping and counter-
vailing duty laws.

In regard to tho issues addressed above, I would like to suggest, if
your subcommittee agrees, to work out report languages--I would
hope we might be able to help in that process—in order to insure that
these issues involving the reorganization and current patterns of con-
gressional legislative jurisdiction and oversight are dealt with in the
committee report.
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I want to add one final point that I hope you would include either
in your report or elsewhere in the legislative history.

e of the things that concerns me in the transition process is the
effect that reorganization will have on the pending antidumping cases,

I don’t want anything to disturb the normal process in the disposi-
tion of one of the major cases—the television case, for example. ‘there
are about 720 protests that are filed which have yet to be resolved.

I hope that in establishing the reorganization, which it is your re-
sponsibility to do, you will somehow join us in this effort to 1nsist on
a prompt and deligent handling and disposition of this very, very
im'Fortant pending business on which our economy so much depends.

hank you very much, Mr. Chairman.

Mr. Brooks. I want to thank you very much, Congressman.

I would say that we will do what we can in the report. We have
some limits and cannot legislate in it. We are just transferring and
consolidating agency authority. It is kind of difficult to move very far.

I want to assure you that the aim of the reorganization is to do just
what you said.

Mr. Vanik. Mr. Chairman, T understand the structure in which
your committee operates. But I would think that a directive of this
kind could appear in the report language very, very strongly so that
the mandate to the administration is clear to provide for a proper
disposition of that business.

Mr. Brooxs. That is fairly reasonable. We will try to do something
about that.

We are sympathetic to your subcommittee continuing to have full
authority over this area. I don’t think any subcommittee in Congress
has—I won’t say surprised all the Congressmen but has certainly de-
lighted them—as you have with the magnificent job you did on that
legislation.

It was responsive; it was fair and equitable; it was not a partisan
effort. You had strong Republican support and Democratic support.

We have tried and the administration has tried in this reorganiza-
tion bill to evidence that same type of consultation with you, with
Gillis Long, with Bill Frenzel, with other Republicans, and with the
committees. As a result of that, we have some legislation that T think
will go through smoothly.

We want to thank you for your contribution and help and sugges-
tions.

Mr. Vanik. Thank you very much, Mr. Chairman.

Mr. Brooks. Mr. Horton ?

Mr. HorroN. Thank you, Mr. Chairman.

I agree with you, and I certainly want to commend our colleague
for the work he has done and for his testimony this morning. )

As you know, this plan does separate policy from implementation,
The Trade Representative is going to have the Policy function; and the
implementaticn, of course, is going to be in the Commerce Department.

f am interested in finding out whether or not you think this will be
a serious problem. I am also interested in following up what the
chairman was asking with regard to jurisdiction.

Is this going to create a problem with jurisdiction because of the
implementation being in Commerce ? Is this going to bring in the Inter-
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state and Foreign Commerce Committee, Banking Committee, and
Foreign \ffairs Committec? Are we going to have on2 of those kinds
of problems? Or do you fzel this basically will be in the Ways and
Means Committee ?

Mr. Vaxik. In response to your second question first, I would say
that under the statute, the Ways and Means Commiittee still has juris-
diction over trade agreements and the trade statutes,

I hope that report language from your committee would clearly re-
inforce that jurisdictional point.

In response to your first question with respect to policy implementa-
tion, I don’t think that would be a serious problem. The Special Trade
Representative is preeminent. He will work in coordination with Com-
merce. T think that is the way we anticipate it will work.

Mr. Horrox. There is another area I want to cover with you. Do you
think that this (i)lan will meet all the requirements and have everythin
ig 3{)’11&% in order to implement the MTN agreement on January 1,

Mr. Vaxik. No. It just can’t work out that way. Much more will
have to be done, regardless of the agencies given the responsibility.

Mr. Horrox. What about the number of persons needed in this new
.S, Trade Representative Office? They have 59 now, and will have
toadd tothat.

How many people do you think will be required to man this Office?

Mr. Vanik. In our judgment, we believe it will take 130 to 150
people to properly administer this function. This is a growing funec-
tion. We expect the trade businessto intensify.

From what we can foresee as the volume of future business, we would
estimate he would need between 130 and 150.

The Office of Management and Budget told us that they wonld cer-
tainly go slong with whatever was necessary, but they didn’t give any
particulars, such as numbers of positions.

Mr. Horrox. We did ask them the day before about that subject.
They are going to get us some ball park figures.

The chairman asked specifically for that information. We feel we
would be somewhat handicapped to go to the floor and talk about this
plan if we weren’t able to say something about the number of personnel
that are going to be involved.

The Director of OMB, Jim McIntyre, indicated to us that they
would get us some information. The chairman said that we were not
going to bring it to the floor until we get it. So, it is a little bit of
an incentive to them to get it up to us also.

Mr. Vanik. I would hope you press on that commitment, because
in the conflict of the total budgetary issue OMB will try to hold us
down to the minimum. _

But from what we can see, as I noted earlier, we believe that 130
to 150 people must be committed for this assignment.

The business that is going to be involved is immense, and we need
the expertise and the constant work of about that many people.

Mr. Brooks. Would the gentleman yield?

Mr. Horton. 1 would be glad to yield.

I would just like to add that we are very grateful to you for your
thoughts on this and your expertise. That helps the committee, also,
to understand the problem a little better.
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. Mr. Brooks. I believe that they had not officially—they were talk-
ing about 101 to 134, or something in that ballpark area. So they
are not too far from y.u. They haven’t come up with their final
number yet. But you would be for the high side.

Mr. VaNix. We see it on the high side. We are just as anxious to
hold public expenditure down as anyore.

We have made tremendons commitments—our committee and the
members who deal with trade issues and worked so hard to get con-
gressional approval of the multilateral trade agreements. We made
pledges and promises to every sector of the American economy.

This is really a very vital and important function. The S%‘R is
going to have a lot of constant business to take care of.

I think that 130 to 150 is already on the short side of what we
ought to have. We expect that there is going to be a tremendous
mﬁxirement for qualified trade polic(gv eople.

r. Horton. 1 agree with you, an Ipmade that point to the Di-
rector of OMB Tuesday at our hearing. We certainly want to cut
back on the bureaucracy and the number of personnel invclved. On
the other hand, when you have something as large as this trade prob-
lem, it is highly important that we have adequate and efficienc and
competent personnel to do the job.

OMB made that commitment. But we did feel that we ought to
have at least some figures, Your testimony, I think, is going to help
the subcommittee on this.

Mr. Vanix. From the standpoint of cost benefit, Mr. Horton, we
meke the point that for every person involved there will be hundreds
of millions of dollars worth of business for America. The benefit
factor is tremendous as to gains we can get in trade and commerce
per capita involved in the trade administration.

Mr. Hormon. I spoke with a constituent of mine in Rochester,
Harold Passer, the assistant treasurer of Eastman Kodak, who had
some expertise and knowledge in this field and some experience with
the Commerce Department. .

He has written me a letter on the subject. I would Jike to ask
unanimous consent to include his statement in the record ‘n support
of the plan. .

Mr. Brooks. Without objection, it is so ordered.

[The letter follows:]



178

Eastman Kodak Company

343 State Street

Rochester, New York 14650
October 8, 1979

The Honorable Frank Horton
The House of Representatives
2229 Rayburn Buildin
Washington, D.C. 20515

Dear Frank:

This letter is in response to your request for my views on the
proposed reorganization of the various governmental functioms
and activities relating to international trade.

As I understand it, President Carter decided to go the route of
executive department reorganization, rather than new legislation.
Thus his proposal will go into effect 60 days after submission
unless voted down by the House or the Senate. There apparently

is no possibility of changing the proposal; it must be accepted
or rejected.

I would recommend accepting the proposal, mainly because it goes
a long way toward doing what should be done in the international
trade field. To be specific, I am in agreement with the following
features of the Carter proposal:

1. Shift the commercial attaches from State to Commerce.

2. Shift unfair import remedy responsibility from Treas-
ury and the International Trade Commission to Commerce.

3. Place the Secretary of Commerce on the Board of Direct-
ors of the Export Import Bank.

4. Centralize both negotiating and policy responsibilities
for international trade in the Office of the United
States Trade Representative.

It would also be desirable to strengthen President Carter's pro-
posed reorganization by, for example,clarifying the term "inter-
national investment policy" to make sure that %t includes tax and
antitrust policies, clarifying the role of the United States Trade
Representative as including policy formulation as well as implemen-
tation, and clarifying the status of the United States Trade Rep-
resentative by including him as a member of the President's top
economic advisory team.

But President Carter's proposal is a major step forward because it
concentrates most international trade functions in two agencies
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(Commerce Department and 0ffice of U.S. Trade Rngrclontaciv.).
Thus 1 would favor Congressional acceptance of the Carter pro-
posal at this time.

Tuvoming to another issue in the area of international trade and

¢ .port promotion, I fael very strongly that DISC has been a major
Lactor in the suostantial increase in U.S. exports in recent
years and that it would be a serious mistake to wesken DISC fur-

ther or to eliminate it, as has been proposed by the Carter Ad-
ministration.

Best Personal Regards.
Sincerely yours,
18/

Harold C. Passer
Asgistant Tieasurer
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Mr. Brooxs. I would like now to recognize the gentleman from
Illinois, Mr. Erlenborn.

Mr. ErLENBORN. Thank you, Mr. Chairman.

Let me dnm join with my colleagues in complimenting you on your
efforts in thisarea and your testimony before us this mormnﬁ.

I think the questions have been fairly covered, and 1 have no
further questions.

Mr. VaNix. Mr. Chairman, I would like to make one further com-
ment to the subcommittee.

We are very much concerned with the implementation of what we
have done. We are also very much concerned with who is going to be
doing this job.

Under the reorganization there is established a new Under Sec-
retary for Trade in Commerce. We hope for that an aggressive,
trained, responsible person will be placed in that post.

There is aiso the matter of the vacancy of the high level American
position in the General Agreement on Tariff Trade. Mr. Patterson,
the current Deputy Director General, is leaving. We are very sensi-
tive and aware of the importaice of that office.

I hope that the members of your subcommittee will be watching
carefully to be sure that we have people in these positions who are
going to be responsive to what we are doing, what we did in the
Trade Agreements Act of 1979, and what you are doing in the trade
function reorganization, so they will be able to answer to the Congreas
and function in accordance with the requirements of the statute and
our legislative intent. So I hope you will help in that very im-
portant effort.

T want to thank your subcommittee for its very kind indulgence.

We have directed our staff to work in any way to cooperate with
your staff in the details of this plan. I hopd you will utilize that offer.

Mr. Brooks. Thank you, Mr. Vanik. We will continue to utilize

the fine expertise you have garnered up over there on the Ways and
Means Committee.

Mr. Vanik. Thank you very much.
[Mr. Vanik’s prepared statement follows:]
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STATEMENT BY CHARLES A. VANIK, CHAIRMAN, SUBCOMMITTEE ON TRADE,
COMMITTEE ON WAYS AND MEANS, BEFORE THE SUBCOMMITTEE ON LEGISLATION
AND NATIONAL SECURITY, COMMITTEE ON GOVERNMENT OPERATIONS,

OCTOBER 18, 1979, ON TRADE REORGANIZATION
Mr. Chairman, I very much appreciate the opportunity to appear
before this Subcommittee on the President's plan to reorganize certain
trade functions of the government. This occasion brings to mind
the recent high degree of cooperation between the Committee on
Government Operations and its Chairman and my own Subcommittee on
Trade of the Committee on Ways and Means in the development and
approval of the Trade Agreements Act of 1979 (Public Law 96-39). I
would again like to express my appreciation to the Chairman and his
Committee for that cooperation.

The subjeet matter of the reorganization plan before this
Subcomnittee is related to the very heart of my own Subcommittee's
effort of the last three years, that is, to maximize to the extent
possible the gains and minimize the losses from international trade
for the United States economy and its citizens.

I believe it is important to remember that for the most part,
the authorities and responsibilities dealt with in the reorganization
plan are delegated to the President and the departments and agencies
by the Congress under its Constitutional power to levy tariffs and
other imposts and taxes and to regulate foreign and domestic commerce.
Foreign policy issues are necessarily intertwined in trade policy
development and irplementation. Howevex, the central thrust of
trade programs and operations,now more than ever before,must be
commercial in orientation. United States producing and service enter- '
prises must be afforded the opportunity to compete in an atmosphere
of expanding and fair trade. Most of the trade statutes which seek
such opportunities and conditions for American business, producers
and consumers, in cooperation with our trading partners, have been the
object of close scrutiny under the jurisdiction of the Subcommittee on
Trade of the Committee on Ways and Means.

It is on that basis that I would like to address certain aspects
of the Trade Reorganization Plan,

First, I support the President's reorganization plan. It is a
needed step in improving the coordination in the development and
execution of trade folicy, and in particular to better capitalize on

the potentials for export sales 8o sorely neecded in the face of our
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unlcccpt:nblo but continuing trade deficits. Based on an informal meeting
of our Subcommittee on Trade, I believe that most of our members will
support the reorganization. In reviewing thc reorganization in light of
the experience of the Subcommittee, there are a number of areas which
require clarification and possible elaboraution.

The Role of the President's Special Trade Representative

The President's Special Trade Representative as a concept and an
operating entity has served the international trade interest of the United
States very well. As a position it was specifically created by Act of
Congress in 1962 and built upon in the Trade Act of 1974. The further
elaboration of the responsibilities of the new United States Trade
Representative serves the overall purpose of the reorganization of trade
functions which is to better plan a cohersnt trade strategy and insure
its viqo;ons implementation.

The specifics of new responsibility for the United States Trade
Representative are set forth in section 1(b), subparagraphs (2), (3), and
(4). It should be made clear that in consideration of the President's
trade reorganization plan that the duties of the Special Representative
for Trade Negotiations set forth in section l4l(c) of the Trade Act of
1974 are to continue in law and in fact, Specifically, subparagraph (B)
of section 141(c) provides that the Special Trade Representative “report
directly to the President and the Congress and be responsible to the
President and the Congress for the administration of the trade agreements
program under this Act, the Trade Expansion Act of 1962, and Section 350
of the Tariff Act of 1930." Further, subparagraph (C) of section 141 e
states that the Special Trade Representative shall "udvise the President
and the Congress with respect to non-tariff barriers to international
trade, international commodity agreements, and other matters which are
related to the trade agreements program.* Obviously, this language
enphasizes the special relationship of the trade representative to the
Congress which must be continued if the procedures set forth in the
Trade Act of 1974 and amended by the Trade Agreements hct of 1979 are
to work effectively.
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In the President’'s message on reorganization it is indicated that
the Tr;dc Representative will be responsible for developing and coordin-
ating an export sxpansion program. As a part of that function, the
trade representative is to become a member of the National Advisory
Council on International Monetary and Pinancial Policies and an ex
officio member of the boards of the Export iuport Bank and the Overseas
Private Investment Corporation. It is not clear, however, whether the
new Trade Representative will be the chief spokesman for the United
States in questions of export financing particularly in seeking a
solution to the increasingly important problems of international compe-
titive financing, It is also not clear whether development of a much
needed export policy and strateqy is envisaged or merely greater atten-
tion to more narrow and less basic trade promotion and marketing acti-
vities. If the Trade Representative is to be responsibls for overall
questions of policy related to the expansion of exports, it seems de-
sirable that he be given the primary role for development of an overall
export policy and strategy. It also seems clear that the Trade Represen-
tative should be given the lead role in international discussions of
export financing in the OECD and other international fora.

Some of the primary concerns of the Congress in the recently
concluded Multilateral Trade Negotiations were the tax implications of
trade policy and the trade implications of tax policies. The assumptions
concerning the trade neutrality of certain tax practices have long been
questioned by many United States producers. International disagreements
with respect to the incidence of direct and indirect taxes on trade
were not dealt with directly in the negotiation of the new subsidies
code. The businrss community and the Congress are examining new
tax proposals to provide equity for United States firms in competing
with our major trading partners, particularly in third markets.

Those in the Executive branch who have been responsible for considering
the trade implications of tax policy have been unresponsive to the
needs of our trading community in analyzing the incidence of tax
programs on the competitiveness of U.8. producing interests. Therefors,
1 feel that the reorganization should place primary responsibility for

considering the trade implications of the tax policy with the United
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States Trade Representative. This is particularly true of international
discussions whether in the GATT or the OECD or other international bodies.
At a minimum,this area should be assigned to the Trade Policy Committee
if it is to receive the broad attention it deserves.

The trade reorganization appears to deal adequately with the
increased effort that will be needed to implement and monitor the new
trade agreements reached in the Tokyo Round of Multilateral Trade Nego-
tiations and other international agreements where questions of U.S.
trade rights and obligations arise. The responsibilities of the new
United States Trade Representative are reaffirmed in this regard and
the responsibilities of the Department of Commerce regarding the day-to-
day implementation, are also made clear. The office of the United States
Trade Representative must be adequately staffed to carry out this responsi-
bility in the manner that is necessary if the United States trade oppor-
tunities created by the new agreements are to be successfully imple-
mented. It is recognized that any administration reacts negatively to
adding personnel to the Executive Office of the President, at least on
the record. Given the decision, however, to strengthen this office,
there must be a follow-through by providing an adequate st ff for the
responsibilities given to the United States Trade Representative by this
reorganization.

In the critical area of energy trade, the coordination of responsi-
bilities are not at all clear. While the Trade Representative will
coordinate energy trade matters, the Departments of Encrgy and State
will continue to share responsibilities for international energy issues.
Further, the national security provision, section 232 of the Trade Expan-
sion Act of 1962, is transferred from the Treasury Department to the
Commerce Department. Howevar, the Energy Department is presently consid-
ering an oil import program which must be implemented under the authority
of section 232, the national security provision. I would urge that in
this confusing state of affairs that it be made clear that there is no
transfer of legislative and oversight jurisdiction insofar as the Congress
is concerned.

The Role of the Depsrtment of Commerce

The Subcommittee on Trade has Cevoted a great deal of time and re-
gsouraas to the oversight of the Department of thcorrcnnnry'u administra-

tion of thes Antidumping Act and the countervailing duty provisions of the )
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Tariff Act of 1930. 1In a number of instances, the Subcommittee found
that th; Department officers responsible for the administration of

these important statutes failed to obtain or provide the resources ade-
quate to administer these laws effectively. In some instances, it was
suspected that other policy considerations resulted in a failure to
administer statutes properly, and discretion was exercised by the
Department which is not provided in the statute. The poor administration
of these statutes has not, of course, been limited to the current admin-
istration, and many of the problems that both the staff and the policy
officials have faced were created under previous administrations. Never-
theless, the Congressional intent of these laws aimed at insuring condi-
tions of fair trade for United States producers has been clear as has
been the amendments to these provisions aimed at improving the adminis-
trative procedures under them. To paraphrase a statement by OMB
Director Mcintyre in our Subcommittee hearings on trade reorganization,
you do not solve poor administration by changing agency responsibility.
This, however, is what the reorganization proposes and therefore, I am
concerned that the reorganization provide the Department of Commerce

with the best possible opportunity to successfully administer these new
responsibilities.

In this regard, it is noted-that the Department will become respon-
sible for the functions under section 303 and Title VII of the Tariff Act
of 1930 except for the revenue reiated functions of the United States
Customs Service. However, the plan also gives the United States Trade
Representative responsibility "to the extent permitted by law® over
the United States policy with rcjard to unfair trace practices including ..
enforcement of countervailing duty and antidumping functions under section
303 and Title VII of the Tariff Act of 1930. I am concerned that the
Secretary of Commerce retain clear responsibility over the administration
of these functions so that their effective implementation is assured,
Regarding the negotiation of agreements to eliminate completely or to
eliminate the injurious effects of a subsidy or agreements to eliminate
completely or eliminate injurious effects of sales at less than fair
value (dumping), 1 am submitting a more detailed statement on this matter
for your consideration. However, it should be clear that the United State:
representative must negotiate on the basis of the parameters of each
individual cyse as provided by the officials in the Department of Commerce
responsible for administering the law. The authority delegated by the

Congress to the "administering authority" is for the purpose of eliminatin:
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trading partners.

The Subcommittee on Trade alsoc has been reviewing the efforts of the
Treasury Department to draft new regulations under Title VII of the Tariff
MAct of 1930 as provided in the Trade Agreements Act of 1979. 1t is not
clear that the officials in the Department of Commerce who will have respon-
sibility for administering Title VII and the new regulations have had an
opportunity to participate fully in the drafting of the regulations devel-
oped in the Treasury Departne'nt. In a number of instances, these new regu-
lations establish policy clearly not consistent with the statute or Congres-
sional intent in the Trade Act of 1974 or the Trade Agreements Act of 1979.
I would hope th.at the legislative history of the reorganization would strongl:
indicate that the Department of Commerce would indeed be the administering
authority insotar as any new regulations under the antidumping and counter-
vailing duty statutes are concerned. This is important in many areas, but
the operation of the trigger price mechanism applying to steel imports is
essential at this time, and there must be full follow-through by the respon-
sible officials.

PFinally, the Subcommittee on Trade has been concerned with the slow-
ness with which the Department of the Treasury has acted to assess duties
in active cases under both the counte:vailing duty and antidumping statutes.
There are a number of outstanding cuses, one extending over a period of
nine years which is still in the bowels of the Treasury Department. 1
think the Congress must insist that the transfer of functions between the
Department of Treasury and the Department of Commerce will be handled in
such a manner as to assure that the law is carried out and appropriate
duties are assessed in a manner that will avoid undesirable precedents
for future administration of antidumping and countervailing duty laws.

Mr. Chairman, in regard to thu lssues addressed above, 1 would like
to suggest, if your subcommittee agrees, to work out repori language in
order to assure that these issues involving the reorganization, and current
patterns of Congressional legislative jurisdiction and oversight are deait

with in the Committee report.
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BUPPLEMENTARY STATEMENT BY CHARLES A. VANIK ON THE
ADMINISTRATION OF TITLE VII OF THE TARIFP ACT OF 1930

The President's pioponl appears to
divide rumu;uuty for the administration of Title VII of the
Tariff Act of 1930, relating to antidumping and coungotvailinq
duties, between the Department of Commarce and ~he United States
Trade Representative. .

During eho last tvo years the Trade Subcommittee of the Ways
and Means Committee made an intensive study of the operation of
the antidumping and countervailing duty laws and concluded that certain
amsndments were essential to the fair and expeditious administration
of these statutes. The Subcommittee's deep interest in the proper
admninistration of our unfair import practice laws was reflected in
the long, detailed discussions held on this issue during our con-
sideration of the Trade Agreements Act of 1979. 1In accepting the
President's reorganization proposal there should be no opportunity
given for later deviation from the Congressional intent reflected in
the statutory. language of that Act.

Under the reorganization plan, the United States Trade Representa-
tive is responsible for the conduct of trade negotiations, and, to
the euxtent permitted by law, overall United States policy concerning
unfair import practices, including enforcement of antidumping and
countervailing functions under Title VII of the Tariff Act of 1930,
The proposal does not elaborate on these statements, although the

President's message does state that coordination of trade policy with
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respect to antidumping and countervailing duty matters shall be
directed toward establishing new precedents and negotiation of
assurances. Several guestions therefore arise as to how this
negotiating authority relates to the provllioni of Title VII
authorizing the suspension of‘lntidumping and coumtervailiﬁg duty
investigations on the basis of agreements with foreign governments
and/or exporters of the product under investigation.

rirst, we must ask whether the negotiating authority applies
at all to negotiations contemplated by Title VII. From the Presi-
dent's message, it would appear so. If this is the intention, how-
ever, the proposed reorganization plan is unacceptably vague. As-
suming that such an authority is intended, a question arises as to
whether the authority is limited. The designation of a single agency
to represent the Unitod States in all trade negotiations with foreign
governments is arguably a sensible approach. It ensures uniformity
and continuity in our relaiions with foreign governments. Conversely,
forrign governments know with whom they must deal to resolve problems.
Por this reason, I could agree that in those countervailing duty in-
vestigations in which suspenaion agreemeats are under discussion with
the governmant of the exporting country, the United States Trade
Representative will be the lead agency in those discussions. However,
where an agreement with exporters is contemplated, there is no similar
cverriding need to take the negotiating authority out of the Depart-
ment of Commerce which will have the greater expertise in administering

the statute.
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A further guestion arises concerning the scope of the United
States Trade Representative's authority in conducting such negoti-
aticns. We must not forget that the discretionary authority to
accept an agreement to eliminate or offset a subsidy or its injurious
effect is accorded by statute to the Secretary of Commerce. Thus,
while the reorganization plan grants the United States Trade Repre-
sentative the lead authority in negotiating a suspension agreement
with a foreign government, the statutory authority to accept or reject
the agreement still iies with the Secretary. It is the Secretary,
not the United States Trade Representative, who must determine whether
the agreement meets the statutory criteria. Thus, for example, the
Secretary shall decide whether ar agreement will offset the net
amount of the subsidy; that is, the Secretary will decide what con-
stitutes the net amount of the sabsidy. Similarly, the Secretary
is responsible, pursuant to the statute, for determining whether
the agreement is in the public interest and whether monitoring of
the agreement is possible.

In short, in granting the United States Trads =epresentative
a limited negotiating role in countervailing duty i. :stigations,
the President's reorganization proposal cannot Le in rpre . to
dercgate freom the Congressional intent, as refiezted 1 o~ statu-
tory language, to grant the Secretary of Commerce the authority to
sus; end investigations and to set the paramcters of the agreements

pursuant to which such investigations are suspended.
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This latter point applies equally to the statement in the
President's messaye concerning the authority for the United States
Trade Representative to establish new precedents relating to anti-
dumping and countervailing duty matters. The message does not
enlarge upon this statement. However, one could arcua that it is
intended to allow the United States Trade Representative to make
decisions now made by the Secretary of the Treasury; e.g. the
United States Trade Representative could decide that a particular
adjustment to foreign market value will, in the future, be permitted
under the Act.

1 cannot emphasize enough that neither a reorganization plan
nor the Presidential message accompanying it can expand or narrow
the scope of a legislative grant of authority.

If the President wishés to change the present statutory scheme,

he can do so only through the legislative 'process.
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Mr. Brooks. OQur next witness is Hon. Gillis Long, who has been
detained and is unable to be present.

I ask unanimous consent that his statement be put in the record
at this point.

Without objection, it is so ordered.

[ Mr. Long's prepared statement follows:]
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OPENING REMARKS CF GILLIS W. LONG, October 18, 1979
SUBCOMMIZTE: ON LEGISLATION AND NATIONAL SECURITY, COMMITTEE ON
GOVERNMENT OPERATIONS "

Thank you Mr. Chairman and Members of the Subcommittee.
I want to thank you all for the opportunity to appear bdefore
you again to discuss the question of reorganizing our trade
bureaucracy. Mr. Chairman, I am convinced that trade reorganiza-
tion i1s one of those often overlooked areas that 1s critical to
our international economic performance in the 1980's.

Just over a month ago, I appeared before your subcommittee
to express my keen disappointment in the President's first
proposal on trade reorganization. Shortly after my testimony,
I had a long, frank, and I think fruitful, discussion with the
staff of the Office of Management and Budget. There were similar
meetingl with other interested parties in the House and the Senate.

Since that time, Mr. Chairman, the President has come
forward with a modified trade reorganization plan and announced
the formation of a new trade team. 1 am pleased that 1 can say
nice things about both.

I know that Governor Askew has long had an .nterest in
improving the export performance of the United States, and I
think we have every reason to expect a first-rate performance
from the Covernor and his strong supporting cast.

1 was also pleased when the President submitted his
trade reorganization plan to the Congress. The proposal still
does not go far enough, and it leaves an unmet need for further
restructuring to another year. But I do feel that many of my
own deep concerns about the original proposal have been met in
the President's reorganization plan.

The central point h#s been met: The Uaited States
Trade Representative 1s given a clear leadership role as the
American spokesman on trade matters. The President has eliminated
the previous ambiguity about whether the Trade Representative,
the Trade Policy Committee, the Secretary of Commerce, or the ™
Undersecretary for Trade was the American voice onitrade matters.,
!

Under the President's plan, the Trade Representative will
.be given responsibilities in several new areas. The emphasis
on including service industries such as banking and insurance
in the formulation of trade policy should strengthen our inter-
national position. 1 was particularly glad to see that the
trade representative was given explicit responsibility for the
development of U.S. export policy -- an area that has long been
neglected and one that is vital to the interrational economic
health of the country. '
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There were several other apparently small changes in
the role of the Trade Representative that should improve policy-
making and coordiration in the future. The Trade Representative
will now be on the Board of the Export-Import Bank and the
Overseas Private Investment Corporation. Even.more important,
the Trade Representative will now be a member of the National
Advisory Council on International Monetary and Financial Policies.
For the first time, the Trade Representative will have an insti-
tutional voice on exchange rate and other international financial
policles that have such a major impact on our trade performance.
The addition of the Department of Labor to the trade negotiating
committee should assure the Trade Representztive of valuable
advice from an important constituency.

The President has chosen “o consolidate operationa;
respunsibility for part of the trade agreements implementation,
export promotion and enforcement of our laws against unfair
trade practices in an expanded Department of Commerce. As you
know, .Nr. Chairman, I have serious reservations; about any long-
run decision to split policymaking and operatinns. There is
too much opportunity for the right policy braii rot to know
what the left operational i‘and 1s doing. 4worse, in cases where
the hand 1s faster than the bureaucratic eye, there is the danger
of policy confusion znd inconsistency. All that said, I under-
stand that the Commerce Department is doing its diligent best
to make a smooth and effective transition to its new trade role.

Mr. Chairman, last month 1 told your Committee that “he
country needs a full-fledged Department of Trade. My own
compromise , roposal for a small, independent Special Trade Agency
was desi;ned;:t.o be the first, politically possible step in that
direction. Fven that half loaf has proved too ambitious for
the present.:* I can accept the proferred quarter loaf with a relish,
tut al's,o with a good deal of anticipatiorn, for there is much
more baking to be done.

Before we 1lo0ok to the future of U.S. trade, Mr. Chairman,
there are certain features of the President's reorganization
proposal that should be clarified. First, under the President's
plan, the Trade Representative will have greatly expanded responsi-
bilities. But power without peop'e can force any trade representa-
tive to neglect some areas while he tends to others. So far, the
Office of Management and Budget has beén unwilling to commit
itself to any. specific figure for the Trade Representative's
staff. In fact, the OMB has ‘engaged in something of a fan dance
with figuresil Mr: Chairman, as an absolute minimum, the Trade
Representativﬁ shoulé have a staff of one-hundred and thirty to
one-hundred and fifty (130-150). As we go forward with the
reorganization plan, I think we must have a clear commitment from
OMB about staffing levels.

Second, the President has not issued a final execcutive
order on trade reorganizatlor}. I think most participants in
the trade reorganization debate are satisfied with the language
of the draft executive ordér that accompanied the President's
trade reorganization proposal. I, for one, would feel much
better if the final executive order had already been issued.
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Mr. Chairman, I am convinced that the President has
taken a thoughtful first step in the right d’rection. Althuugh
there remains much to be done in streamlining and strengthening
our trade bureaucracy, the President has given us a good start.
It was also another instance in which the Administration worked
closely and responsively with the Congress. I am already
looking forward to working with them again as we move to put
the United States on an equal footing with our major trading
partners.
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Mr. Brooks. I now call our first business witness, Mr. Robert L.
McNeill.

Mr. McNeill is the executive vice chairman of the Emergency Com-
mittee for American Trade.

Among his many activities prior to his present position, he was
Deputy Assistant Secretary of Commerce for trade policy, Executive
Director of the President’s Trade Policy Committee, and served on
the staff of the Bureau of the Budget as a senior international
economist.

We are delighted to have you, Mr. McNeill. You may proceed with
your statement.

STATEMENT OF ROBERT L. McNEILL, EXECUTIVE VICE CHAIRMAN,
EMERGENCY COMKITIEE FOR AMERICAN TRADE

Mr. McNEeiLL. Thank you, Mr. Chairman. I ain delighted to be here.

I am pleased to express the support of the Emergency Committee
for American Trade, better known as ECAT, for President Carter’s
trade reorganization plan.

ECAT 1s an organization of 63 business leaders devoted to expan-
sionary U.S.trade a. 1 investment policies.

Our members represent large American companies with substantial
overseas business interests. Their worldwide sales in 1978 were nearly
$400 billion, and they employed about 5 million workers in that year.

ECAT has a deep and abiding interest in U.S. trade policy. We
have worked hard for passage of the Trade Act of 1974 and followed
very closely the course of the successfully concluded multilateral
trade negotiations that the Trade Act of 1974 authorized.

ECAT strongly supported the recently passed Trade Agreement
Act of 1979 that implements the rights and obligations agreed to by
the United States in the Geneva tradge acts.

Now we are pleased to support the administration’s pro 1 to
consolidate international trade functions in the office of thepU.g. Trade
Representative and in the Commerce Department.

The course of U.S. trade policy in the years to come will be profound-
ly affected and determined by the manner in which the new interna-
tional trade codes are administered, both in this country and abroad.

The four principal codes deal with countervailing duties and sub-
sidies, Government procurement, standards, and import valuation.
Each code treats fundamental issues bearing on international trade
and each is designed to alleviate or remove unfair trade practices.

Because the codes represent internationally negotiated settlements,
they are not always precise in defining issues, rights, and obligations.

The true meaning and value of the codes, therefore, will be deter-
mined by their interpretation and administration by ourselves and our
major trading partners. ) )

Reorganization Plan No. 3 will be instrumental in helping the
United States respond effectively and efficiently to the challenges and
opportunities of the codes, as well as to other international trade and
investment problems.

We applaud the centralization of authority for the development.
coordination, and negotiation of international trade matters in the
office of the U.S. Trade Representative.
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I1is location in the Executive Oftice of the President, together with
the authorities the President proposes to confer on him, should lead
to effective trade policy administration in our country.

_ We also support the strengthening of the Commerce Department’s
international trade functions, as proposed by the President.

Many businessmen have long felt that the foreign commercial
service properly belonged in Commerce rather than in the State
Department.

‘We hope that its proposed transfer to the Cominerce Department
will result in more effective overseas representation of American
husiness interests.

A [})li.votal element of the President’s reorganization proposal is the
switching from Treasury to Commerce of basic responsibilities for
administration of the United States countervailing duty and the anti-
dumping statute.

These are the key domestic statutes dealing with unfair trade prac-
tices, and they implement the 17.S. rights and obligations of the in-
ternational subsidies code.

This code is intended to discourage governments from using snb-
sidies to provide unfair trade advantages to their producers.

When subsidies are used for unfair competitive advantage, the code
authorizes the imposition of countervailing duties which are special
dutiés set at a rate that will neutralize the foreign subsidy.

Thus, a 10-percent subsidy would be answered by a 10-percent coun-
tervailing duty.

The subsidies code is also similarly addressed to dumping, which is
the selling of a product in another country at a lesser price than in
the home country. . )

ECAT’s hope and expectation is that Cominerce will administer its
new responsibilities in the countervailing and dumping areas in an
even-handed manner. We expect the same of the Trade Representative

. who will have responsibility for international negotiations involving

foreign subsidies.

‘Tt is a sensitive area that must be handled with considerable care,
both here and abroad, if we are to avoid competitive international
subsidization and the consequent retaliatory actions that would
follow.

We are also encouraged with those provisions of the reorganiza-
tion proposal providing the Trade Representative with the lead
policy responsibility for international investment 1issues. We_hope
that this will result in more consistency in U0.S. international eco-
nomic policies, including international tax and antitrust policies, than
at present. )

Tt is. for example, confusing and frustrating to be exhorted by the
Government to export at the same time that the Government. is 1m-
rosing barriers and disincentives to exporting. . .

Hopefully, the Trade Representative will use his anthorities to bring
trade and investment policies into harmony.

Thank you, Mr. Chairman. ) _

Mr. Brooks. Thank you very mach for an informative statement.
We appreciate your testimony this morning, and we appreciate your
evaluating this subject so carefully from your standpoint because 1t
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is helpful. You have dealt in just the kind of area we are working en,
and you are aware of the complexity of the problems that such an
agency and activity faces.

Do you feel that American businessmen generally support the trans-
fer of the foreign commercial service from the State Department to
the Department of Commerce §

Mr. McNEiLL. Yes; I do. T also think there is a good deal of skepti-
cism as to the effectiveness of the proposal in the initial year or two.

Most foreign commercial slots in embassies are filled presently by
Foreign Service officers. There is going to have to be a transition period
where these people either opt to go into the Commerce Department’s
commercial service or opt out of it.

If large numbers opt cut, we are quite concerned that the Commerce
Department may have some difficulty in filling those slots.

There are large numbers of persons involved. It is our hope and
expectation that Commerce will find appropriate personnel. If t}:y do,
we would anticipate greater mphasis being placed on business con-
cerns abroad.

Over the years, business has been rather disappointed that the com-
mercial function in any given embassy has usually been at the bottom
of the embassy’s priorities.

Mpr. Brooxs. Thank you very much.

The gentleman from New York, Mr. Horton.

Mr. Horro~. Thank you, Mr. Chairman.

Do you feel that switching the commercial attachés from State to
Commerce wil! help to promote exports ¢

Mr. McNEeiLL. We certainly hope so. It is expected it will, Mr.
Horton.

- Mr. Horron. Do you have any view with regard to splitting policy
from implementation ? Does that create any problem with you?

Mr. McNEemL. No; it does not.

The operational day-to-day administration will be in the Commerce
Department. Policy development and general policy guidance will
come from the U.S. Trade Representative.

We see no reason why this should not work well.

Mr. HorTton. Secretary Kreps testified that the Commerce Depart-
ment intends to establish a new Bureau of Industrial Analysis, which
would be patterned after the Economic Analysis Bureau. Do you think
that this is a good idea ?

Mr. McNEeiLL. Yes; very much so, Mr. Horton.

Many years ago the Commerce Department had on the domestic
side of its house a very large number of commodity experts who fol-
lowed particular industries and were knowledgeable about them.

When foreign trade persons needed information about tke domestic
economy or a given industry, they could get that from the appropriate
Commerce commodity specialist.

Over the years, that flunction in Commerce has, I think, been rather
reglected. gommerce presently, to my understanding, has very few:
industrial or commodity experts.

The intention of Secretary Kreps and of this plan is to rebuild that
capacity so that there will be a number ¢f intelligent and well-
informed economists who can advise the Special Trade Represcnta-
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tive and the foreign people in the Commerce Department as to the
likely economic domestic consequences of proposed international trade
actions.

I think that is a vital thing—perhaps as vital as any part of this
reorganization plan.

We simply have to know better than we presently do the conse-
quences of foreign actions on our domestic pm({:lcers.r

Mr. HortoN. I served as the Chairman of the Paperwork Commis-
sion. We made our final report in October of 1977.

At that time we felt that the problem of paperwork was about a
%100 billion a year problem. About 40 percent of this was a burden
on industry.

Do you feel—and I guess you are going to have to assume that
there are going to be more requests from both the Trade Representative
and Commerce for information from your companies—that there is
goingg to be an increase in paperwork ? Does this create a problem for
vou ?

Mr. McNeLL. I don't see why there necessarily would have to be
an increase in paperwork. I would hope that there would be an increase
in the dialog between ourselves and our Government officials with
respect to those problems such as you have indicated and those in the
paper area or the auto area or any other.

But I don’t necessarily see why more paperwork should be involved.
We would certainly hope that that would not be the case.

Mr. Horton. Thank you very much.

Mr. Brooks. Mr. Fascell ?

Mr. Fascerr, Thank you, Mr. Chairman.

I guess that as long as I have been here and have been connected
with some res onsibiﬁty in the State Department I have heard the
constant comp aint from American businessmen that if you ever want
any help, don’t go to the American Embassy.

I gather that is a general attitude that your have, based on your ex-
perience and not a restatement from other {)usinessmen.

Mr. McNEILL, Yes, Mr. Fascell, very much so.

When J was in Government, I recall that if you went to an Ameri-
can Embassy as a Commerce Department official when traveling
. abroad, you would want to see your own people and personnel in the

embassies. You would have to go down into the basement, so to speak.
of the building. In a corner, you might find a commercial attaché.

Mr. FascerL. Right next to the consular office.

Mr. McNemL. Yes, sir.

Mr. FascerL. Which is also in the basement.

Mr. McNEwwL. Right.

We have every reason to expect that with the transfer of the func-
tion to Commerce that that will change.

Our hope is that commercial service for business will become as
effective as the Foreign Agricultural Service has been for our agricul-
tural community.

Mr. Fascrr®  Are they housed in different facilities?

Mr. MCNEiLL. No. They are housed in the Embassy.

Mr. FasceLr. Would they have the same boss?

Mr. McNemL. The boss in all instances will still be the U.S.
Ambassador.
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Mr. FasceLL. I'm no# sure that is the problem.

However, I supported the change in the agricultural attachés and
I am going to support this reorgamization plan. But I don’t think it is
going to do what we are talking about.

I don’t see the commercial representative, or attaché or whatever he
is going to be, now that he has a new hat, namely the Secretary of the
Department of Cominerce, suddenly moving up from the basement to
the Ambassador’s office. I think he is going to stay in the basement.

The priorities will be determined, perhaps not by an ambassador. It.
is the sheer dynamics of events.

I am not sure a new bhoss will be able to shape the dynamics of events
for that commercial representative in that area.

But I am for it,and we will try it. Maybe it will be better.

I notice in your statement that you support the transfer of the en-
forcement on countervailing and antidumping from Treasury to
Commerce.

Is there something inherent or constitutional about Treasury that
makes them ineffective? Is that the reason you support the tranfer?

Mr. McNemLL. No. T think that on the whole the Treasury has been
very responsible in its administration of these particular statutes.

We support the transfer to the Commerce Department because we
think that with its new trade responsibilities those particular statutes
will be considered in an overall trade context by the trade administer-
ing agency.

Mr. Fascrrr. In other words, it is more logical to put it there.

Mr. McNxiLL. Yes, sir. Tt would fit in with the rest of the President’s
intentions to make the Commerce Department the international trade
department of the Federal Establishment. In that sense, we think
it makes a lot of sense.

Mr. Fascenn. So you are supporting the transfer, not inherently,
because of a policy disagreement on the manner or method by which en-
forcement has proceeded up to date.

Mr. McNkwr., That is correct. sir. We have no problem with the way
Treasury has done it. Treasury has perhaps had a greater workload
than the Budget Bureau has been willing to give its staff to handle.
Hopefully, that can be corrected in part %)_v this transfer.

We had no problem whatsoever with Treasury administration. T
think they have done a very good job over the years.

Mr. FasceLL. Thank you, Mr. Chairman.

Mr. Brooks. The gentleman from Illinois, Mr. Erlenborn.

Mr. ErLeNBorN. Thank vou, Mr. Chairman.

Mr. McNeill, T confess to having some of the same reservations as
the gentleman from Florida about the commercial attachés. Do you
see any career opportunities for people who take these jobs?

At the present time they are State Department people. They move
from one position in the State Department to another. The kind of job
they do. while they are either full-time or part-time commercial at-
tachés, will determine their advancement in the career service.

It just occurs to me that when you have a commercial attaché who is
not in the career service of the State Department but rather the Com-
merce Department the same incentives may not be there.

Mr. McNeiLL. T think that there will be greater incentive; because
presentlv—I can’t say presently. But based on my experience. which
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now goes some years back and I think the situation is still the same,
the commercial service is given low priority within the Foreign Service.
There are not many senior positions set aside for the commercial
function in an embassy.

When I was in Government, we had a commercial counsellor in only
four embassies in the world—one in Tokyo, one in Germany. one in
England. and one in some other developedq country. They were the four
most senior commercial positions.

A counsellor is under a minister in rank in an embassy. So that, T
think. is an indication of the seriousness given to the commercial func-
tion.

The commercial service did not offer much of a ladder to climb. There
were very few slots at the top of the ladder once vou got there. So it
was not a viable option, really, for a Foreign Service officer who
wanted to achieve a senior rank and a senior position within the For-
eign Service.

T would hope that by establishing a separate commercial service, the
function would be upgraded. And in upgrading the function, the GS
level of the function will also be increased so that there will be many
more senior positions available for people. This will encourage people
to go into that service in the Commerce Department.

Mr. ErLENBORN. Do you see this as a rung in the carcer ladder of
people who are in the Commerce Department? Or, is it more likely to
become a nice way to spend a couple of years overseas for someone who
has been in the Commerce Department in Washington and intends to
come back here and continue his career. A kind of interlude?

Mr. McNEwr. T would hope that they do not structure it that way.
[ would hope that they wauld structure it where they would indeed
have sorae assignments, »s Forelgn Service officers do.

Mpr. ‘SrLENBORN. Do tney think of this as sort of a separate foreign
service career within the Commerce Department ¢

Mr. McNEILL. Yes, sir.

Mr. ErLExBoRN. And how many positions do you think there will be ?

Mr. McNEeiLL. T have no idea.
h;[lr. ERrLENBORN. T think the estimate is something like 160 to begin
with.

Mr. McNErwL. That sounds about right. That would not include local
nationals employed in the commercial office of an embassy. That would
be U1.S. personnel.

) M?r. ErrLENBoRN. Is it viable to have a separate career service of that
size

Mr. McNE1ILL. It is a good start.

I don’t know how many the Foreign Agricultural Service has, but
itﬁis that that I would hope the Commerce service would be patterned
after.

Mr. ErLENLORN. Is there a separate career service apart from the
Department of Agriculture?

Mr. McNEmwL. It is within the Department of Agriculture.

Mr. ErLENRORN. I mean the people. Do they move from the Depart-

ment of Aygriculture into the Foreign Agricultural Service and then
back again?

Mr. McNEemL. Yes, sir.
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Mr. ErLENBORN. Rather than making a career out of FAS.

Mr. McNenL. The Department of Agriculture has an international
side. It is within that international side that people will serve both
domestically and abroad, as an agricultural attaché when abroad and
as a foreign agricultural international specialist when at home.
hMr. ErLENBORN. Again, T will say that I have reservations about
that.

I have heard some criticism of our already existing system where
there are too many people who really work for somebody other than
the State Department and who are within our embassies. Qur ambas-
sadors find it a bit difficult to manage with so many independent people
under their wing.

Mr. McNeiL. Yes. T have friends who are ambassadors who are

still trying to find out who on their own staff are the CIA people.
[Laughter.]

Mr. ErLENBORN. That’s right.

Thank you, Mr. Chairman. And thank you, Mr. McNeill.

Mr. Brooks. I want to thank you very much. We appreciate your
testimony.

Mr. McNEiLL. Thank you, sir.

Mr. Brooxks. Qur next witness is Mr. Ronald Shelp. Mr. Shelp is viee
president and director of the American International Underwriters, a
New York-based insurance company with operations in the United
States, Canada, and 135 foreign countries and jurisdictions.

He previously served as the executive secretary and chief executive
officer of the Association of American Chambers of Commerce in Latin
America and i8 executive secretary of the International Insurance Ad-
visory Council of the U.S. Chamber of Commerce.

He is a member of the Council on Foreign Relations and trustee of
the Pan American Development Foundation. He is a director of the
Public Affsirs C'ouncil, a member of the Advisory Board of the Coun-
cil of Americas, and a member of the Foreign Policy Association in
the Carnegie Center for Transnational Studies.

He appears today in his capacity as chairman of the International
Service Industry C)(')mmittee of the U.S. Chamber of Commerce.

Mr. ErLENBORN, Mr. Chairman, we have a recorded vote on the floor.

Mr. Brooks. We will proceed with your statement as soon as we
make that vote, Mr. Shelp.

[ Recess taken.

Mr. Brooks. The subcommittee will come back to order.

The gentleman is recognized.

STATEMENT OF RONALD K. SHELP, CHAIRMAN, IﬁTEBKATIONAL
SERVICE INDUSTRY COMMITTEE, U.S. CHAMBER OF COMMERCE;
ACCOMPANIED BY GORDON J. CLONEY, EXECUTIVE SECRETARY

Mr. Surre. Thank you, Mr. Chairman.

After that very gracious introduction and the whole committee then
walked out, I didn't quite know what to think, but I will proceed.
[Laughter.]

With me is Gordon Cloney who is the executive secretary of the
International Service Industry Committee.
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. The committee represents a broad spectrum of all those U.S. service
industries who operate in international markets, ranging from trans.
portation services to consulting firms, financia: firms, advertising, and

so forth.
With your permission, T would like to attach a list of the cominittee

members, so you will have an indication of who we represent.
Mr. Brooks. Without objection, it is so ordered.
[The material follows:]
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International Service Industry Committee

The bulk of post World war I1 economic growth in the United
States has occurred in the service sector. U.S. Commcrce Department
data indicates that today, roughly 60 percent of the private sector's
cont.ribution to the GNP and 65 pecrcent of private sector employment is
generated by service industries. The importance of the service sector
to the U.S. economy has been reflected with a time lag in the composition
of U.S. foreign commerce. Today, the U.S. is the largest exporter of
what may be called "invisikle products." 1In 1978, the U.S. services
trade account provided a g:voss surplus of $23 billion.

The omergence of services in U.S. foreign commerce reflects in
part a growing international market for services in both industrial and
less developed countries. Some countrics have algo begun to create
barricrs to limit foreign entry into their domestic services market,

a problem complicated by the lack of international norms for services

trade and its treatment by gouvernments. Thus, when the Trade Act of

1974 gave the President the authority to negoutiate reductions in barriers
to trade in both goods and services, the U.S. became the first country

to attempt broaching service industry problems in multilateral negotiations.

The 19/4 Trade Act provisions led to recognition that information
on service trade and related problems was available only in the most
general form. To begin to resolve this dilerma, a White House inter-
agency task force carried out public hearings with representatives of
18 service industries. The results were presented in a 1976 Commerce
Department report, "U.S. Service Industries in World Markets.” This
for the first time identified the role of service industries in U.S.
foreign commerce concluding that although the sector is of major and
growing importance to U.S. trade, it was virtually ignored by trade
policy processes in the U.S. as well as with multilateral organizations.

The report's 27 recommendations for federal policy action,
therefore, went beyond the multilateral trade negotiations area,
proposing a wide range of initiatives, Cateqorigzed into general
groups, the recommendations were:

--to introduce service industry trade problcms
into the MTN on a selective basis,

--to treat certain specialized service industry
problems on a industry sector basis through
existing industry-specific fora.
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wo 1ncrease emphasis on the investrnent related

problems of scrvice industrics within rxisting
tnvestment fora.

~--to improve the ability of the U.... governrent
to analyze and respond to uervice trade prohlem.
by strengthening the data-gathering and folicy-

formulating resources dirccted towad thio
sector,

--tu establaish improved inter-agenc; coorlination
in addressing tervice industry international
problems within the federal structure,

~-to establish a strengthencd consultative process
through which service industry vacwpoints and
concerns can be channed to government for responscs

In 1977 the executive branch began to act along the lines recom-
m:nded in the rojort, A small number of barriers to service trade
telieved most suitsble for current negotiations has been introduced
at the GATT. The 1978 reorganization of the Commerce Depactment included

creation of ccorvice industry Jdivisions in both international and domestic
arcas.

In 1970, thllowing an earlier mecting at U.S. Chamber headquarters
invelving the :jpecial Trade keprecentative's Office, the Commer~e Depart-
nent and serve e industry representatives, the private s ctor representa-
tives cond luded that a permanent ctructurce was needed in thes Chamber
te reprosent the integnational concerns common to all U5, service

industries, Asn o result, the International Sorvice 'ndustry Committee
was establishied.

The ITnternational Coriice lnluitry Committee trings todcther

representatives of American corvice indnstry firms and service industry
trade asys ciration. to:

1) act jointly to fouter the freer flow of U.S,
servicres (0t world markets;

2) rrovide leadershit to international praivate

sector ¢ftorts to reduce barriers to scrvice
trade;

1) exchange information on international and domestic
developments affecting U.S. secrvice industries
in world markets and to respond to such developments;

1) provide a vehicle for the members to monitor govern=
ment initiatives and policy affecting international
service 1ndustrices in gencral) and which can also
serve at a sounding board for such government
initiatives and policy; and
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) develop data and undertake or encouragce rescarch
on issues related to these objectives

To advance: these purposes, the committee monitors issues which
affect U.S. service industries in world markets. Thesc include:

-~-Trade in services with priority being yiven to
develoupments within the GATT and the OECD.

~~Introduction of service industry concerns into multi-
lateral foreign investment discussions.

--U.S. government cfforts to create a national export
Eglicx.

-=U.7. antitrust policy

<~U.S. taxation policy

--Labor crganization relations

--The development of service industry data

~~lnternational uvrganizations which arc giving increasing
attention to invisible trade

~-Multilateral discussions dealing with technology transfer

The committce's members are invited to serve by the President of the
U.S. Chamber. The members represent scrvice industry trade associations,
service industry firms and technicul cxperts, The secretariat is provided
by the U.S. Charuver. The committee .raws on the expertisc and technical
resources of individnal member firms and associations to monitor and analyze
issue areas. The committce can propose policy initiatives to the National
Chamber's International Policy Committee or any of its subcommitiees, as
appropriate.

. For additional information, contact GORDON J. CLONEY, director
special policy development, Chamber of Commerce of the U.S., 1615 H Street, N.W.,
Washington, D.C. 20062; (202) 659-30%4.
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Mr. Suerp. As you know, the Chamber of Commerce has endorsed
the President’s reorganization plan. In fact, I have here for your con-
sideration a letter from the president of the chamber to President
Carter which I would like to have included in the record.

Mr. Brooks. Without objection, it is so ordered.

[The material follows:]
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CHAMBER O COMMERCE
oF THE

UNITED STATES OF AMERICA

etober 2, 1979

S Srarer,NW
Rrytan®tl tEnsite WM S1uNGTON, D € 20002
Fursivent 202 839 020/

The President
The White House
Washington, D.C. 20500

Dear Mr. President:

We have studied carefully the Administration's Revrganization

Plan No. 3 of 1979 and your accompanying messaye of September 25
to the Conyress.

1 am plcased to express cur gencral support for your
reorganizational scheme. Our support is bssed on the belief
that by strengthening and consolidating pertinent governnmental
functions, the Government will be better postiticned to work
with the business community in the pro.ess of strenythening
our computitive stance {n world markets,

de are certain that more effective institutional urrangement:.
will enhané® the pruspects for developing and implementing the
kinds of policies and programs that we need to pursue the national

export priority poal that you set for the nation fn your statement
of Scptember 1978.

-
Earlicv this ycar, significant progress wuu made in creating
preater foreign market access for U.S. goods with the successful
completion of the Tokyo Round of Multilateral Trade Negotiations
and the subsequent passage of the implementing legislation by the
Congress., We trust that your rceorganization groposal will find

equivalent support in Congress and that it can be implemented
promptly.

As refinements are mide in the plan over the next 60
legislative days, we would call your attention to one aspect of
the plan tlat we believe avrits expansion. You are aware of the
increasingly important rule of scrvice industries not only in
our domestic eccnomy but fu ovur internatlonal trade us well.

The policy requirements of service industries, therefore, should
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be recognized by vesting the U.S. Trade Represcntative with the
lead responsibility for setting policy on trade in services.
This action would formally resolve problems deriving from the

traditional neglect of servicces by our foreign economic policy
mechanisms.

We in the U.S. Chamber have appreciated the opportunity to
contribute our thoughts and views in the formulation of your plan.
We congratulate the numerous people in your adeinistration who
played an active part in developing the plan, and we have been
very pleased witi. the spirit of close éooperation that has prevailed
Petveen our and your representatives throughout this process.

we will encourage the members of Cdngress to act favorably on
your plan.

Now

s

Sincerely,

Richard L. lLesher

cc: The Honorable Rubin Askew, Special Trade Representative
The Honorable James McIntyre, Director, Oftice of Management

and Budget
The Honorable Juanita M. Kreps, Secretary of Commerce

The Honorable Luther J. Hodges, Jr,, Undersccretary of Commerce
Harrison Wellford, Executive Assocjate Divector, Office of

Management and Budget
Thomas Belford, Associate Director for Reorganization,

Exccut! '» Office of the President
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Mr. Suerp. In that letter, one thing that is of concern to the cham-

ber is stressed: That is how the reorganization plan deals with the

roblems of service industries in the IfS. trade. Tl})mt is what I would
ike to limit my brief comments to today.

We have a basic theme, Mr. Chairman. That theme is that the de-
velopment of a world economy where services are of growing impor-
tance has moved ahead of policymakers’ perceptions.

That is reflected, first, in data. As you know, 7 out of 10 working
Anmericans are employed in services. Approximately 65 percent of our
ﬁross national product is generated by services. Last year we had a $23

illion surplus in the services account of our balance of payments.
This is one of the few positive factors in the balance of payments.

Yet this does not seem to be recognized and translated into Govern-
ment policy, and especially trade policy.

The best way T can illustrate that is to give you a few examples of
the oversights.

No. 1, though U.S. services may suffer from import competition, the
trade adjustment assistance provisions of trade legislation are not
available to service producers.

No. 2, the Webb-Pomerene export promotion provisions do not ap-
ply to services.

No. 3, the DISC legislation is applicable to only two service
industries.

No. 4, the export promotion programs of the Commerce Depart-
ment ignore most services.

No. 5, the data collection mechanism of the U.S. Government is not
organized to concentrate on service flows.

Finally, other Government programs to facilitate exports, such as
the Export-Import Bank, refuse to assure that certain U.S. services
have a competitive chance to bid on service business related to Export-
Tmport Bank transactions.

In short. although we have an economy where U.S. services are im-
portant, our trade policy seems to overlook that fact again and again.

The real question is: How does the President’s reorganization plan
address this shortcoming in our policy?

Thanks to congressional support. which historically can be traced
to 1974 when Congress had the wisdom to include services in the Trade
Act for the first time in the history of U.S. legislation, and thanks to
continuing co.'gressional support on this position, some progress has
been made. We have discussed this with the administration ourselves
and can see progress.

But there are still some shortcomings that are addressed in my
written statement.

There is one primary issue that I wish to address. That concerns
the new 17.S. Trade Representative’s Office and how it deals with serv-
ices. It clearly has the lead in policymaking, as it should have. But it is
very ambiguous whether this lead in policymaking will be applicable to
providing leadership to correct past deficiencies and develop the proper
policies dealing with services.

The reorganization plan gives the Commerce Department a specific
mandate as far as administering our trade policy. It is silent when
it comes to the TT.S, Trade Representative’s Office.
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This would be very easy to correct. It only requires consistency with
the legislation which you enacted in 1974 where, throughout the Trade
Act, commerce and trade are defined as including services.

If that were reemphasized once again—and it does not mean re-
writing the act—it would make clear the USTR’s mandate. It could
ba easi dv clarified in a statement by the administration in the Execu-
tive order that finally establishes the way the new U.S. Trade Repre-
sentative's Office will work.

A second related point is people. I heard your discussion this morn-
ing with Congressman Vanir().eo

At present, I would estimate that there is probably one person who
more or less gives the majority—but not all his time—to services. If
this is the fastest growing sector in the T7.S. economy, and there is
approximately a $23 billion surplus, this is nowhere near enough.

We would hope you would urge the administration to assign the
proper number of personnel in the new trade office so that this major
sector can be adequately dealt with.

In conclusion, Mr. Chairman, the United States cannot afford to
have the needs and problems of our international service industry
subrogated to the more traditional concepts of trade, as has been the
case in the past.

Services, which in balance-of-payments terms constitute one-third
of our earnings from trade, should not suffer further neglect. With
few but some very important adjustments, especially the one I have
suggested, the administration’s reorganization plan would vastly im-
prove the existing situation.

Thank you.

Mr. Brooks. I want to thank you very much.

We will have your entire prepared statement made a part of the
hearing record at this point.

[Mr. Shelp’s prepared statement follows:]
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STATEMENT
on
SERVICE INDUSTRY ASPECTS
of ’
REORGANIZATION OF GOVERNMENT PROGRAMS
DEALING WITH INTERNATIONAL TRADE AND INVESTMENT

before the
SUBCOMMITTEE ON LEGISLATION ANC NATIONAL SECURITY
of the
HOUSE COMMITTEE ON GOVERNMENT OPERATIONS
for the
CHAMBER OF COMMERCE OF THE UNITED STATES
by

Ronald K. Shelp
October 18, 1979

+ I am Ronald K. Shelp, vice president and director of the
A-erlc-r; International Underwriters Corpora.tionﬂnd the Chairman of the
International Service Industry Committee of the Chamber of Commerce of
the United States. 1 appreciate the opportunity to appear before this
Subcommittee. Accompanying me is Mr. Gordon J. Cloney, director for
special policy development at the U.S. Chamber and executive secretary
of our committee.

‘The U.S. Chamber has expressed support for the reorganization
plan sub'mitted to the Congress by President Carter on September 25. The
Chamber urges that it be implemented promptly.

When expressing this support for the reorganization plan, the

Chanber also pointed out to the President that certain provisions

relating to the trade of U.S5. service industries me*"lted expansijon. 1
would like to comment upon this service industry aspect today. I do so
in light of earlier testimony submitted on behalf of our service industry

1
committee to the House Ways and Means Committec on September 7.

1

Ronald Danielian: ."Statement on Service Industry Aspects of Reorganization

of Government Programs Dealing with International Trade and Investment* to

the Subcommittee on Trade; House Ways and Means Committee: Septembher 7, 1979.
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Service industries deal in what are often called “invisibles";
that is intangible products such as advertising, sccountiig, banking,
insurance, air transport, lodglng.'lnv. licensing, leasing, franchising,
finance, construction, computer services, engineering, consulting,
communications, data transmisstion, shipping, motion pictures, personnel
serviées and others.

Services trade provided us with a surplus of $23 billion in
our balance of payments accounts in 1978, Services account for over half
of our GNP and employ seven out of ten working Americans,

: Over the past 30 years, the service component within our
foreign trade has grown and a string Qf services account surpluses has
been generated.

Yet U.S. trade policy concern with service industries vas
almost non-existent until 1974 when the Congress first recognized the
service industries in the Trade Act of 1974. Also, the executive branch
has had_no central point for dealing with the myriad of external economic

issues affecting the well-being of service industries.
’

Improved policy response to U.S, service industry needs is
necessary to maintain the sector's positive position in our foreign trade
as 8 net earner of foreign exchange. The present reorganization offers
an excellent opportunity for the U.S. to create an improved capability
for supporting and defendiis .ts international services trade.

On September 7 of this year our International Service Industry
Committee (ISIC), in the testimony not~d, made several suggestions on

how this can be achieved. 1 would now like to repeat these suggestions

and comment on the extent to which they are now met under the administrations

reorganization plan:
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1SI1C Suggestion #1: Wz felt that the legislative history must

make it clear that the needs of U.S. service industries are included in

the reorgarization mandate.

Status: This suggestion is only partially achieved at present.

The President's September 25 statem t which accompanied the

reorganization plan makes it cl’ear that the Commerce Department will
address serv:~+ industry reeds in a far more comprehensive manner than

has been true of Commerce in the past.

However, there is no equivalent stat@ment that the reorganized
Office of the United States Trade Rep;;sentati“e (USTR) has within its
lcadership responsibilities the formulation of service industry policy.
This is &8 major omission. We feel that this oversight can easily be
corrected i1f the administration Includes in the executive order to be
issued !0 implemenc the plan, 3 statement that ‘‘'trade’ includes trade
in ser;ices. Such a statemen., perhaps in the preamble tu the executive
ordery will clearly establish the intention to deal with service trade

matters through the USTR.

1SI1C Suggestion 02:. We pointed out that the reorganization
should be structured so that attention can be given to the service
sector at the highest executi&e policymaking levels. Also, service
industry requirements should be recognized gnd integrazed into all

component international trade and investment functions at the operating

level.
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Status: We understsnd that in the USTR an assistant USTR is
to be given responsibility for service trade mattars and the USTR manpower
request to OMB includes increasing the service-related professional
staff fr;- one to four professionals. The latter increase is essential
and sust be implemented.

In Commerce we understand that a Deputy Assistant Secretary
for Finance, Industry and Services will be named and that the existing
Internftionnl Services Division (created at the suggestion of the
Chanmber in 1978) will be expanded. Horeové}. the service industry
sector will have designated staff in ther of fices dealing with trade
data, international finance, investment poiicy. foreign business practices
and trade promotion.

Two related procedural concerns ‘.ave subsequently been brought
to the attention of the Department of Commerce by our Committee. The
first 1s.that a coordinating point should be established in Commerce as
these gervice industry functions would otherwise be scattered between
severzl offices, divisions and buresaus, The second is the need for an
adequate professional staff {n the expanded international services
division, The proposed increase from eight tg 12 ptof.asionals appears
pinimal,.;”~:_

Under Secretary of Commerce Hodges has cooperated in bringing
about the progress achieved to date. wWe hope these outstanding concerns

will be responded to in a positive way. At prezent they remain pending.
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I5IC Suggestion #3: Since survices are a nev area for policy

and operational concern in the executive dranch. we felt that annual

reports on overall progress relative to dealing vith ' S. service industries
in international commerce might be provided to Congress.

~Status: The Congress should encourage such reporting. It
would ap.peat to be possible under existing procedures. |

ISIC Suggestion #4: For oversight and policy development

purposes, including cocrdination, monitoring, data and research development,
ve felt there must be » specialized and highly visible group within the
Co-erce‘ Department, which has the needed mpnpower and financial resources
to stay on top of international service industry issues.

Status: This suggestion relates to Suggestion #2 above. It
and 1s being szddressed by Commerce subject to the two procedural 1issues
already cited, 1.e. a provision for adequate internal coordination in
Commerce and the provision for adequate manpower in the International
Services Division.

Suggestion #5: We encouraged the establishment of an in-

?
teragency coordinating committee on services, as suggested by a bench-

mark 1976 study on éiie place of U.S. service industries in our for'eign .
2 b

trade .
q Status: The merit of this suggestion obviously depended on
the final way in which the reorganization of government was formulated.

We feel that under the present plan if the USTR has a clear policy lead

for_services, the appropriate interagency coordinating structure can be

established through that office.

2 [ 4
U.S. Serv.:c2s Industries in World Markets ~ Current Problems and

Future Policy Development, U.S. Commerce Department, Washington,
D.C., December 1976.
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3uggestion #6: We encouraged the Congress to continue to
provide firm leadership in addressing service industry rieeds in reorganization,
Just as it did in 1974 vhen recognitior of services was placec in the
negotiating authorities in the Trade Act of 1974.

Status: Several committees of the Congress and numerous
congressional leaders have expressed support for our suggestions to the
administration. This is of course appreciated by the industries involved.

We urge continued interest as the reorganization plan is implemented.

Y

+ In conclusion, Mr. Chairman, the _United States cannot afford
to have the needs and problems of our international service industries
subrogated to the more traditional concepts of trade as has been the
case in the past.

Services, which in balance of paymente terms, constitute one
third of our earnings from trade, should not suffer further neglect.

with the.few, but important, adjustments I have cited, the administration's

reorganization plan would vastly improve upon the existing situation.
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Mr. Brooks. I have always felt that the services were critical and
lvlvere probably the best example of trade-oriented people who needed

elp.

&e received a letter from a man with Pan Am Airlines. The airlines
compete in the United States. We have three or four flying abroad, and
they compete with countries. They don’t compete with private entities;
uley compete with countries.

I have used it as my best example of why the State Department
should be helping American industry—airlines and others—because
they are at somewhat of a disadvantage.

Igegnrdless of what you say, the landing rights are different. You
unload your passengers way down at the end of the runway, and they
have to walk a mile and a half to get to the terminal. There are many
little ways in which they just keep the heat on all of our competitors in
their own national interest.

You can be sure the service industries are included as a part of this
reorganization plan. ¥ think 1t will be a vital part.

I don’t know if it is necessary to put in the report. I think if you put
one thing in the report, where do you stop. But T think it is fully in-
cluded, in my judgment.

Mr. Horton?

Mr. Horton. Thank you, Mr. Chairman.

I certainly want to agree with you on that.

I certainly agree with the testimony, especially with regard to
services.

T also want to refer to the letter, a copy of which I received also,
from John Krimsky of Pan Am.

He says:

Within the context of services, we urge also that your committee establish that
international air transport services are among those service industries included.
Pan Am favors the current U.S. aviation policy which encourages competition in
the air transport fleld.

We believe that as the office of the trade representative in the Depariment of
Commerce develops the means of supporting U.S. service exports, these activities
can be supportive of the U.8. flying airlines. We wish to make certain that the
U.8. flying airlines will be able o take full advantage of these activities and
receive the full support of our Government, which is intended in the President's
Rcorganization Plan,

I would certainly agree that services shouid be included in the con-
te::i of what we are talking about here when we talk about the word
trade.

I certainly want to concur in the testimony you have given.

Mr. Chairman, I think it would be appropriate to include this
letter in the record.

Mr. Brooks. Without ok jection. it is so ordered.

[The material follows:]

Pan Am,
Washington, D.C., October 15, 1979.
Hon JACK BROOKS,
Chairman, Committee on Government Operationas,

U.8. House of Representatives,
Washington, D.C.

DrArR Mg. CrairMAN : I understand that the Subcommittee on Legislation and
National Security will hold hearings on the President’'s Reorganization Plan
No. 8 of 1979, to consolidate trade functions of the U.S. Government. As a
U.8. flag international airline, we endorse efforts now underway by the Ad-

57-408 0 - 80 - 15
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ministration and the Congress to strengthen the role of the U.8. Government
in support of the U.8, trade activities. We are concerned, however, that Re-
organization Plan No. 3 does not specifically define “trade” as Including trade
in services. We urge that the Plan be amended to make this inclusion clear.
Within the context of “services,” we urge also that your Committee establish
that international air transport servicex are among those service industries
included. Pan Am favors the current U.8. aviation policy which encourages
competition in the air transport fleld. For such competition to be effective and
to serve the interests of the American people and the U.8. flag airlines, it is
essential that our Government do everything in its power to reduce discriminatory
business practicer now engaged in by foreign governments which are designed
to provide competitive advantage to their own national flag airlines. We believe
that as the Office of the Trade Representative and the Department of Commerce
develop the means of supporting U.S. service exports that these activities can
be supportative [sic] of the U.S. flag airlines. We wish to make certain that the
U.8. flag airlines will be able to take full advantage of these activities and re-

ceive the full support of our Government which is intended in the President’s
Reorganization Plan.

I am addressing an identical letter to Congressman Horton.
Sincerely,

JOoHN KRIMBKY, JR.
Mr. Horton. Thank you very much.

Mr. Broo.-8. The gentleman from Illinois, Mr. Erlenborn.

Mvr. ErLENBORN. Thank you, Mr. Chairman.

I would echo what 1y two colleagues have said.

I couldn’t help but think when the witness was testifying that one
could reach a different conclusion from his testimony, since he said
that the one bright spot in our balance of payments is the service in-
dustry and then ticked off a whole long hst of governmental trade
promotional activities the service industry is not included in.

One might reach the conclusion that you do better if you don’t have
the Government promotion. [Laughter.]

But I didn’t reach that conclusion. I toyed with it for awhile. In-
stead, I will join my colleagues.

Thank you, Mr. Chairman.

Mr. Brooks. The gentleman from Minnesota, Mr. Stangeland.

Mr. StanceLanp. I have no questions, Mr. Chairman.

Mr. Brooxks. I have one other question.

Do you feel that the adoption of Reorganization Plan No. 3 would
contribute to an increase in the U.S. share of the international services
market ¢

Mr. Surere. I think so, Mr. Chairman. especially if it is clearly
spelled out that services are included. As you have implied, it is cer-
tainly spelled out implicitly but it is time for the U.S. Government to
be aggressive.

Our belief that it should be spelled out explicitly is because since
traditionally there has been such neglect in this trade policy area, we
are afraid our negotiating partners will not recognize that the U.S.
view has really changed unless it is not specifically included in what-
ever way possible in the Executive order.

Mr. Brooks. We appreciate very much your testimony.

Tt is a real pleasure for me to be handling a bill that the U.S. Cham-
ber of Commenrce is for.

I have had real differences with them. We have had knockdown-
dragouts. For awhile I thought T was never going to have another wit-
ness that I was going to sit and listen to from the chamber.



On consumer protection, I thought they were going to go into orbit
about it. [Laughter.]

I started to introduce it again just to get them back and have another
round with them. [ Laughter.]

Mr. Suerp. All I can say is that the chamber is an organization with
about 5 million members. Its membership is probably as diverse as the
rest of society. '

Mr. Brooxks. Thank you very much. We enjoyed having you and Mr.
Cloney as well.

Our next witness is scheduled to be Roger Regelbrugge, who is
I1;l‘elsi_denl: of Korf Industries. He is, appropriately, a native of

elgium.

He has a mechanical engineering background.

Prior to joining Korf in 1974, he worked for several companies in
this country.

We are pleased to have before us today the attorney for the Korf
(‘:(r)mpz]t]ny, who is associated with Mr. Regeibrugge, Mr. Charles

errill,

Mr. Verrill will present the statement.

They have a small operation in my home town. We have found that
Korf is a good industry, and we are glad to have them there.

STATEMENT OF CHARLES VERRILL, COUNSEL, PATTON, BOGGS &
BLOW, WASHINGTON, D.C., REPRESENTING ROGER R. REGEL-
BRUGQGE, PRESIDENT, KORF INDUSTRIES, INC.

Mr. VereiLs. Thank you, Mr. Chainman.

I apologize for Mr. Regelbrugge’s absence. He has been detained,
and I am here to try to take his place.

I am the attorney for Korf Industries and with the firm of Patton,
Loggs & Blow here in Washington.

I would like to request that Mr. Regelbrugge’s prepared statement
be made a part of the hearing record.

Mr. Brooks. Without objection, it is so ordered.

Mr. VerriLL. The focus of Mr. Regelbrugge’s testimony, which I
will sumumarize, relates to the issue of the proper role of the Commerce
Department in the administration of two specific trade laws; namely,
the Antidumping Act and the countervailing duty law.

T might state in this regard that Korf is a steel manufacturer which
has becn long involved with proceedings under the Antidumping Act.
Tt was involved in the establishment of the trigger price mechanism
and insupport of it.

Asa result, Korf is most interested and concerned that these laws will
be effectively administered in the future when the Trade Act of 1979
goes into effect.

The Reorganization Plan No. 3 provides in its introductory provi-

sions that after the reorganization, the Trade Representative will,
and T am quoting:

Exercise policy oversight of the application of import remedies and will, to the
extent legally permissible, establish new precedents, negotiate assurances, and
coordinate import remedies with other trade matters.
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This commentary indicates that the Commerce Department, the ad-
ministering authority for purpose of the Trade Agreements 1979 Act,
may well be limited in its ability to fully ana effectively implement
the 1979 act by subjecting its interpretations and decisions under the
countervailing duty and antidumping laws to overriding decisions by
the Trade Representative. . o .

In our view, Congress has determined that it is the policy of
the United States to effectively enforce import remedies under these
laws, and we do not think this policy should be undermined.

But if the Trade Representative is literally responsible for estab-
lishment of new precedents and interpretations of the countervail-
ing duty and antidumping ‘aws, we fear that the Commerce Depart-
ment, the agency having sctual experience with petitions an the
practical problems raised by unfair import practices, will be denied
the ability to respond creatively to the congressional mandate to ef-
fectively enforce thesc two laws.

Indeed, since no two cases are ever identical, it seems to me that
(‘ommerce may well find itself incapable of making final determina-
tions in difficult cases without reviewing the legal interpretations,
precedents, and so forth with the Trade Representative.

Second, we are concerned that the Trade Representative, in making
final determinations under these laws, will be doing so in the broader
context of its negotiating functions, Its interpretations and precedents
under the countervailing duty and antidumping law could well reflect
negotiating biases and objectives.

We believe, however, that enforcement and application of remedies
under the antidumping and countervailing duty laws should properly
remain with the administering authority—the C'ommerce Depart-
ment—and should be ind::pendent of the influence of foreign govern-
ments seeking to limit or terminate privately initiated claims for
import remedies tnrough government-to-government initiatives.

Third, we think that the apparent ability of the Trade Representa-
tive to establish precedents or influence the disposition of pending
claims could very likely result in the unwelcome introduction of spe-
cific case determinations in trade negotiations.

_Finally, we are concerned that if it is perceived by the public, that
disposition of legitimate private claims may be made in pursuit of
other trade objectives.

Companies confronting unfair trade practices may avoid pursuing
the statutory remedies under the laws that Congress has so carefully
amende.d. Instead, we are concerned that industry may seek broader
protectionist measures which would be far more destructive of free
trade than the partial enforcement of the existing antidumping and

o1 4 ping
countervailing duty laws.

Korf urges that this committee clarify, in whatever way it can, that
the Commerce Department in the administration of these laws will be
the administering authority in fact, as well as in name only.

Wg have recommended changes that might be made in the Presi-
dent’s plan which T realize you have no authority to make but which
the President could, and they are set forth in the prepared statement.

The final point T would like to make is that Kor-f has been involved
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extensively in the trigger frice mechanism for imported steel products.
Korf intervened on beieal of the Government in defense of that mech-
anism a year ago and is concerned that, in the future, it will continue to
be implemented. ) L .

One of the holes, if you will, that we see in the reorganization plan is
that the Commerce Departmenrt will be unable to direct by any statu-
tory measure the Customs Service, which is the actual provider of
information about the trigger pric~> mechanism, to continue to exercise
those functions it has previously exercised under the Treasury Depart-
ment.

We have a suggestion in the prepared testimony as to how that prob-
lem could be remedied.

We appreciate the opportunity to appear before you this morning. I
would begxappy to answer any questions.

Mr. Brooxs. I want to thank you very much, Mr. Verrill, for %;e
sentilllg a good statement. I am sure you have collaborated with Mr.
Regelbrugge.

sa gegngeeral principle, do you feel that the transfer of the counter-
vailing duty and antidumping enforcement responsibilities frrm the
Department of the Treasury to the Department of Commerce will be
de:sllra}?le;{ Regelb ¢
s this Mr. Regelbru

Mr. REGELBRUGGE. Yge‘sge

Mr. Brooks. Weare delighted to have you here.

Your counsel did a goog job of presenting your testimony, and we
are sorry that you are late.

We would address this question to you and thank you for a good
statement which was presented. )

Do you think that the transfer will be desirable?

4 Mr. ?REGELBRUGGE. You mean the transfer of the countervailing
uties

Mr. Brooxs. Yes, and antiduinping, from Treasury to the Depart-
ment of Commerce, as this reorganization contemplates.

Mr. REGELBRUGGE. Let’s put it this way, Mr.‘Chairman.

It has been, in our opinion, properly handled in the Treasury Depart-
ment. It can just as properly be handled in Commerce, as far as we are
concerned.

Considering it is a trade matter, I don’t believe that it is illogical to
put it in Commerce.

The major concern, as Mr. Verrill has explained, is, of course, that
some or these rights or some of these particular laws in fact may be
subject to negotiation if it is part of the Trade Representative’s imple-
mentation right.

Mr. Broogs. I want to thank you very much.

Mr. Horton, the gentleman from New York.

Mr. HortoN. Mr. Chairman, T don’t have any questions.

I want to thank both of the witnesses for being with us and for your
testimony. .

Mr. Brooks. Mr. Erlenborn, the gentleman from Illinois.

Mr. ErLENBORN. I have no questions, Mr. Chairman.

Mr. Brooks. Mr. Stangeland, the gentleman from Minnesota.

Mr. StaNGerAND. T have no questions, Mr. Chairman.



Mr. Brooks. I want tothank both of you.

Did we get the name of your associate in the record ?

Mr. ReeerBrucee. This is Mr. Scott Lowden, vice president and
general counsel of Korf.

Mr. Brooks. Thank you very much.

Mr. REGELBRUGGE. 'I‘Kank you, Mr. Chairman.

Mr. VerriLL. Thank you.

Mr. Brooxs. I want to thank all of you and express iny appreciation
to all of the witnesses who have participated by providing valuable
information on this reorganization.

The subcommittee is now adjourned.

[Mr. Regelbrugge’s prepared statement follows:)
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STATEMENT BEFORE THE HEARING ON TRADE REORGANIZATION
HELD BY THE COMMITTEE ON GOVERNMENT OPERATIONS,
UNITED STATES HOUSE OF REPRESENTATIVES

My name is Roger R. Regelbrugge. I am President
and Chief Executive Officer of Korf Industries, Inc., One
NCMB Plaza, Charlotte, North Carolina. Korf Industries is
a diversified producer of steel products and steel related
technology with principal manufacturing plants in Georgetown,
South Carolina and Beaumont, Texas. Our aggregate steel
production capacity is approximately 1.3 million tons per
year and our orimary product line is steel wire rod used
in the production of most basic forms of finished wire

products. We employ approximately 3,500 persons.

The Trade Reorganization Plan submitted by the
President on September 24 and the transmittal statement
which accompanied the plan raise questions about the ad-
ministration of antidumping and countervailing duty laws
which we hope wiil be clarified before the reorganization
becomes effective. First, we seek clarification of the role
of the United States Trade Representative in relation to
claims brought under those statutes. Second, we seek some
assurance that the transfer of antidumping responsibility
from the Treasury Depa: tment to the Commerce Department will
include sufficient authority to permit Commerce to utilize
and maintain certain functions currently performed by thé |

United States Customs Service.



In transmitting his proposed Reorganization Plan,
the President states that the Trade Representative will
*"exercise policy oversight of the a2pplication of import
remedies” and will, "to the extent legally permissible,”
establish "new precedents,” negotiate “"assurances” and
coordinate import remedies "with other trade matters rather
~ than case-by-case fact finding and determinations." This
commentary and a certain degree of ambiguity in the language
of the Reorganization Plan raise issues about the role of
the Trade Representative which must be more precisely
addressed and resolved before enactment of the proposed

reorganization.

Specifically, we seek assurance that the United
States Trade Representative would not be permitted to
influence the outcome of an antidumping or countervailing
duty proceedings except to the extent the 1979 Trade Act
permits suspension of investigation pursuant to agreement.
It would be inappropriate in our judgment for the Commerce
Department - the administering authority -~ to be limited in
its ability to fully and effectively implement the 1979 Act
by subjecting its interpretations and decisions under the
countervailing duty and antidumping laws to override by the
Trade Representative. Congress has determined that it is

the policy of the United States to effectively enforce



import remedies under these laws and this policy should not
be undermined by the creation of a two-headed Qdministering

authority with one head more important than the other.

If the Trade Representative is literally responsible
for "establishment of new precedents” and "interpretations”
of\the countervailing duty and antidumping laws, the Com-
merce Department, while nominally the administering authority,
will be limited to application of those precedents omn a
case-by-case basis. We believe this will have some unfor-

tunate consequences.

First, Commerce - the agency having actual experi-
ence witii petitions and the practical problems raised by
foreign unfair import practices — will be denied the ability
to respond creatively to the Congressional mandate to effec-
tively enforce the antidumping and countervailing duty laws.
Since no two cases are ever identical, Commerce may well
find itself incapable of making final determinations without
reviewing the legal interpretation with the Trade Represen-
tative or seeking a precedent determination. Thus Commerce

will be an administering authority in name only.

Second, the Trade Representative in making inter-

pretations and setting precedents will be doing so in the
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broader context of its negotiating function. Its inter-
pretations and precedents could reflect negotiating biases
and objectives. The ability of the Trade Representative to
bargain away legitimate private claims contradicts the
intent of Congress in the 1979 Trade Act to ensure an even-
handed, non-discretionary enforcement of the antidumping and
countervailing duty laws. The administration, anforcement
and application of remedies under the antidumping act

and countervailing duties laws shouli properly remain with
the administering authority, and should be independent of
the influence of foreign governments seeking to limit or
terminate privately initiated claims for import remedies
through government to government initiative or by linking
such claims to unrelated trade issues being negotiated by

the Trade Representative.

Third, far from being a "bargaining chip,” the
apparent ability of the Trade Representative to establish
precedents or influence the disposition of pending claims
wi.l very likely result in the unwelcome introduction of
complex, unrelated, and often emotional issues to the
bargaining table. Trade representatives of governments with
industries having unfair trade claims pending against them
in the United States will ask for relief from these claims

as a matter of course. They may ask for termination of such
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claims as a condition to any negotiation. 1Issues of law
enforcement subject to resolution by administrative pro-
ceedings do not belong at a bargaining table. It is certain-
ly unrealistic to believe that substantive trade concessions
would be granted in return for terminating or otherwise
negatively influencing such claims. On the other hand, we
believe that the clear expression of statutory intent to
utilize the Office of the United States Trade Representative
to support the enforcement of legitinate claims of unfair
trade practices and to resolve some of the problems from
which such claims arise will <r anuce both its bargaining
position and its ability to negotiate agreements in the
national interest. If it is made clear that the United
States Trade Representative is empowered to act only in
gupport, and cannot make a negative disposition, of pending
claims, foreign trade representatives are unlikely to raise
the claims as a bargaining issue. The United States Trade
Representative could however discuss cl..ims on its own
initiative and seek resolution of the brcader underlying

issues.

Finally, if it is perceived by tl: public that
arbitrary disposition of legitimate private claims may be
made in pursuit of other trade objectives, companies con-

fronting unfair trade practices may be discouraged from
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pursuing statutory remedies. Instead, industry is likely to
seek broader protectionist measures which could be far more
destructive of the free trade objectives of this Adminis-
tration than the impartial enforcement of our existing laws.
For example, when Bethlehem Steel and Youngstown Sheet and
Tube closed major plant facilities, partly in response to
competitive pressures of foreign imports, political pressure
mounted for drastic remedies, including the negotiation of
quotas for imported steel products. In response, the
Treasury Department developed an efficient method for
detecting and investigating antidumping violations at the
point of entry into the United States. The program, which
was initiated by Anthony Solomon, the Under Secretary of the
Treasury for Monetary Affairs, is known to our industry as
the Trigger Price Mechanism (or "TPM")}. The TFM operated
with considerable success and forestalled an industry-wide
movement toward protectionist legislation. At the same
time, the TPM has never prevented, restricted or threatened
the free movement of imported steel except at prices which

importers know to be in violation of our antidumping statutes.

Many people in our industry were surprised when Korf
Industries, a transnational company with European ownership,
brought antidumping claims against European importers and

actively supported the TPM. We did so because we believe
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that effective enforcement of fair trade laws, long in
existence in this country and well known to our primary
trading partners, is a mainstay of our policy of free trade.
We must recognize that free trade, like competition, can
only work if the rules of the game are enforced equitably
and consistently. We must further recognize that the
economic system of our country is unique. Governments of
Europe and Japan, through ownership or close association,
play a direct role in the business conduct of their basic
industries. British Steel Corporation, one of the largest
steel producers in the world, suffers staggering losses Yyear
after year. Nevertheless, because they are owned by the
British Government they cannot fail financially (except by
an extraordinary act of political will). British Steel
Corporation is not constrained by free enterprise economics.
When we brought a claim late in 1977 against British Steel
for dumping wire rod in United States markets, the results
of a preliminary investigation by Treasury disclosed dumping
margins of eighty-three perceat below fair value! We later
dropped our claim in support ot the TPM. But we learned a
hard lesson. Our two plants 1n the United States are among
the most modern and cost erficient in the world. Yet we
cannot compete in our own domestic market with a giant
foreign importer willing to sustain deep losses over a long

term without regard to the economic consequences.
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We respectfully request that the President's Reor-
ganization Plan adopt the following language changes or
equivalent wording to assure that the role of the Trade
Representative will support rather than inhibit the enforce-

ment of our antidumping 254 countervailing duty laws:
First, delete Section 1(b) (3) (D).

Second, add Section 1l(b) (5) to read as follows:
"The Trade Representative shall provide advice regarding
United States trade policy to the Secretary of Commerce and
shall support that department in the enforcement of the
countervailing duty and antidumping function under Section

303 and Title 7 of the Tariff Act of 1930."

Third, at Section 2{a) at the end of the paragraph
add: "and shall be the ‘administering authority' for

purposes of Section 771 of the Trade Agreements Act."

These changes would ensure the primacy of one
agency - Commerce - in implementing the revised antidumping
and countervailing duty laws. They would eliminate the
potential for erosion of public confidence in the intention
of the Executive Department to fully - and even~handedly -
implement the exvressed will of Congress in providing a
clear statutory basis for dealing with dumping and subsidies

which have been characterized by the Senate Finance Cormittee
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as two of the most pernicious practices adversely affecting

United States commerce.

Our second recommendation is to mandate interagency
cooperation to assure the efficient administration of
antidumping responsibilities by the Commerce Department.
Antidumping enforcement frequently requires the assistance
of Customs officials to monitor and transmit information
about imported products to the administering authority. As
we have indicated, the statistical data and affidavits
obtained by the Customs Service at ports of entry into the
United States are the keystone of effective enforcement of
the Trigge:r Price Mechanism in the steel industry. While
the Customs Service will remain in Treasury, their reporting
responsibility in antidumping matters will shift from the
Office of Tariff Affairs within the Treasury to an equi-
valent section of Commerce. We believe it is appropriate to
seek some assurance through legislative direction and an
implementing interagency agreement, that Customs will
continue to carry out its antidumping functions under the
authority of the Commerce Department. We therefore res-
pectfully request adoption of the following language change

or equivalent wording in the President's Reorganization

Plan:



At Section 5(a)(1)(C), line 6 after “Secretary,"”
insert "shall conduct such inquiries and promptly compile

and furnish such data as may be directed by the Secretary."

We hope that our recommendations will be viewed as
constructive changes in the President's Reorganization Plan.
We believe that their implementation will improve the
administration of our unfair trade laws and in so doing will
enhance the effzctiveness of our overall national crade
policy.

[Whereupon, =zt 10:50 a.m., the subcommittee adjourned. to re-
convene subject to the call of the Chair.]



APPENDIX

ADDITIONAL STATEMENTS SUBMITTED FOR
THE RECORD

STATEMENT BY
NATIONAL MACHINE TOOL BUILDERS' ASSOCIATION
BEFORE THE
SUBCOMMITTEE ON LEGISLATION AND NATIONAL SECURITY
COMMITTEE ON GOVERNMENT OPERATIONS
U. S. HOUSE OF REPRESENTATIVES
OCTOBER 16, 1979

I. 1Introduction

The National Machine Tool Builders' Association is a
national trade association representing over 370 American machine
tool manufacturing companies, which account for approximately
90% of the United State's machine tool production.

Although the total machine tool industry employs
approximately 100,000 people with a combined annual output of
around $3 billion, most NMTBA member companies are small businesses
with payrolls of 250 or fewer employees.

While relatively small by some corporate standards,
American machine tool builders comprise a very basic segment of
the U.S. industrial capacity, with a tremendous impact on America.
It is the industry that builds the machines that are the foundation
of America's industrial strength. Without machine tools, there
could be no manufacturing; there would be no trains, no planes,
no ships, no cars; there would be no power plants, no electric

lights, no refrigerators and no agricultural machinery.

(237)

§7-408 0 - 80 - 16



238

Indeed, economists and government officials increasingly
have come to recognize that the machine tool industry is an
excellent barometer for measuring the economic health of the nation.

We welcome this opportunity to comment on the
Administration's proposed trade reorganization proposal. We hope
that our observations and suggestions, based upon wide experience
in international trade on behalf of the U.S. machine tool
industry, will be particularly valuable in the evaluation of the

trade reorganization proposal now before this Committee.

II. National Machine Tool Builders' Association Export
Promotion Activities

NMTBA and its member companies have devoted considerable
time and effort to increasing exports.

NMTBA, on behalf of the American machine tool industry
is devoting its own resources to the development and maintenance
of international markets everywhere in the world. The Association
has three people who spend virtually their full time overseas
promoting United States machine tool exports with considerable
assistance from the Department of Commerce.

NMTBA develops seminars and workshops to train our
members' people on international financing, export licensing, or
any other subject that will benefit a machine tool builder. We
conduct market research to locate new and promising markets for
industry development. We have conducted twenty-four Industry

Organized, Government Approved (IOGA) trade missions to help
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gain a foothold in these new markets, and more are planned for
1979 and 1980. We spcnsor foreign exhibitions so that our
members will have more opportunities to display their products
overseas. In addition, we oftun work in close conjunction with
the Commerce Department on such activities as recruiting exhibitors
for export promotion events such as catalog shows, video tape
shows and technical seminars. We organize reverse trade missions
to bring foreign buyers to our plants. And we bring large groups
of foreign visitors to the International Machine Tool Show in
Chicago every two years. The Commerce Department has worked
closely with us in the development and implementation of these
programs, as have the commercial officers in our embasgsies and

trade centers around the world.

III. International Trade Reorganization Plan

The Carter Administration has proposed a major reorgani-
zation of Federal Government trade functions designed to strengthen
the U.S. position in international markets by expanding exports,
improving enforcement of trade laws, and upgrading trade
activities consistent with the new Multilateral Trade Agrecments
(MTA). This reorganization, which will centralize authority
for U.S. trade acitons and will provide the leadership required
for the development and implementation of trade policy, consists
of four principal elements:

1. The creation of a new Cabinet rank office

of the U.S. Trade Repregentative, which
would replace the current Special Trade
Representative (STR) post, and be imbued

with increased responsibility for trade
policy;
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The strengthening of the Commerce
Department's domestic and international
trade functions, and the creation of

the Office of Under Secretary for
International Trade, which would have
primary responsibility for non-agricultural
trade program implementation:

The establishment of a Trade Policy
Committee, an interagency coordjnatiocn
group chaired by the Trade Representative,
which would be responsible for developing
general U.S. trade policy;

The creation of a Trade Negotiation
Committee, which would essentially be a
creature of the Trade Policy Committee
charged with the specific task of
coordinating and managing specific trade
negotiations consistent with policy
objectives,

We strongly support the underlying philosophy of this

reorganization and believe that the above described administrative

structure would be most effective in achieving:

1.

2.

6.

Centralized authority for U.S. trade
activities;

Improved coordination between trade
and other U.S. policy objectives;

Upgraded priority for government
trade activities;

Establishment of a strong authoritative
voice for trade policy in the Executive
Ooffice of the President;

Focused responsibility on oné Cabinet
Department for non-agricultural govern-
ment trade activities; and

Strengthened interagency consultive
processes on trade policy matters.

We feel that the tripartite structuring of this new

international trade administrative apparatus is theoretically sound

in that it provides for:



241

l. A streamlined senior executive post,
the Office of the U.S. Trade Represen-
tative, with clogse access to the President:

2. Interagency coordination through the
Trade Policy Committee; and

3. Implementation, management and enforce-
ment of the MTA and other existing trade
agreements and laws by the already
experienced Commerce Department.

Furthermore, the combining of both domestic and
international trade functions within one department recoguizes
the fact that business is now conducted on a worldwide basis,
ard that crade is a global function, rather than a national
or regional endeavor. Artificjally dividing domestic and inter-
national trade functions into separate departments would therefore
be counter-productive to the kind of coordination necessary to
take full advantage of the new global markets.

One specific element of the trade reorganization plan
which we feel is particularly noteworthy is the very significant
and helpful innovation which would transfer foreign service
commercial officers from the jurisdiction of the State Department
to that of the Department of Commerce. Such a realignment of
foreign service personnel would both: (1) strengthen the role of
commercial officers, by supplying them with the technical backup
assistance of a department concerned primarily with the interests
of commerce and trade rather than politics and diplomacy; and (2)
more clearly define the professional career paths of the individuals

involved in this speciilized foreign commercial service.
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Relative to one other aspect of this reorganization
plan which has received some criticism, we make particular note
of our support for the transfer of the antidumping and counter-~
vailing duty functions from the Department of the Treasury to
the Commerce Department. This is a logical step in the consoli-
dation of international trade administrative functions. We
would further recommend that the Commerce Department and the U.S.
Trade Representative should work in consultation on these matters,
but that the Department of Commerce's final determination not be
subject to disapproval by the Trade Representative.

We are aware that there are a number of other criticisms
of this proposed restructuring plan which fault it for not
providing a specially tailored solution to every individual problem
in the current system. In response to these concerns we would
suggest that t-is proposed reorganization of the international
trade functions of the U.S. Government should not be viewed as a
panacea to all the contemporary maladies of U.S. exporters. Rather,
it must be viewed in the proper perspective -- that is, the restruc-
turing to manage the Multilateral Trade Agreements which will
become operative the first of next year, as well as other new and
existing foreign trade programs. Furthermore, its critics, and
supporters we might add, must understand that this executive
department reorganization plan is generically not the proper
vehicle for remedying problems which should be addressed by

Congressionally enacted legislation.
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Moreover, .euvrganization plans are by their very
nature designed to rapidly implement necessary executive branch
administrative functicns, without becoming entangled in
Congressional debate over subgstantive policy decisions. Such
is very definitely the situation in this case, as it is impera-
tive that we have an effective international trade adminis-
trative capacity firmly in place by January 1, 1980 in order to
be able to take full advantage of the new trade benefits that
will become available as a result of the recently concluded
Multilateral Trade Agreements.

Once this administrative restructuring ha. occurred,
it will then be Congress' function to enact export promotion
programs that will move the U.S. forward in assuming its
rightful place in world markets once again.

In short, this reorganization plan should be viewed
as the Executive crucible into which the Congress must now be
charged with the duty of pouring the white hot mettle of renewed

and vigorous American export promotion programs and initiatives.

Iv. Conclusion

In conclusion, we thank this Committee for its interest
in the vital area of international trade. We believe that the
above described executive branch international trade reorganiza-
tion plan in conjunction with other specific export promotion
proposals would greatly encourage companies not presently active
in export trade to become s0 involved, and to assist industries

such as our own to remain vigorous in this increasingly important

business arena.
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CORNING Corming. New York 14830

Tel: 974-9000
October 25, 1979
!
The Honorable Jack Brooks
Chairman, Subcommittee On RECEIVED
Legislation and National )
Security, Committee On 0CT 45 1819
Government (Overations
United States House of Representatives Leri o v aod ivatonal
Washington, D.C. 2055 Secunity Subcommittee

ke: Reorganization Plan No.33 of 1979

Dear Chairman Brooks:

Pleuse accept my thanks and appreciation for the
OpPf “rrunity of submitting this letter as part of the record
of y.ur Subcommittee's hearings regarding President Carter's
plan for reorganizing the various Executive Department
functions related to international trade.

For the record my name is Henry F. Frailey. I am a vice
president of Corning Glass Works, Corning, New York. For over
ten years my company has been involved in efforts to stop what
it believes is unfair and excessive importation of television
receivers into this country. I personally have served as
Chairman of the Imports Committee, Tube Division of the
Electronic Industries Association which has been very active
in its effcrts to secure proper enforcement of the Antidumping
Act of 1921. 1I have also been active in an organization called
COMPACT, the Committee to Preserve American Color Television.
COMPACT is a Labor-Industry Coalition formed in 1976 to promote
fair international trade and to stop what it feels is unfair
and excessive importation of television receivers into this
country.

Since the early 1960's tens of thousands of jobs have been
lost in America's consumer electronics industry because of
imports. The television industry and its workers can testify
from bitter experience about the failure of our laws and the
people who administer them to prevent unfair trade practices.

The comments I offer today are based on my long experience in
working with these organizations in attempting to deal with these
problems. These conments are my own views and are not offered

as the views of either COMPACT or the Electronic Industries
Association.

I believe that the effectiveness of our antidumping law
requires that its administration be certain, predictable and
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effective. Uniortunately, these characteristics do not describe
*he present administration of our antidumping law.

On March 10. 1971 the Secretary of the Treasury entered
a formal dumping finding with respect to television receivers
from Japan, T.D. 71-76. 36 F.R. 4597. This formal finding
was preceded by a finding by t!'.e Secretary of the Treasury
that television recaivers from Japan were being dumped in this
country illegally and a unanimous determination by the Tariff
Commission (now the International Trade Commission) that an
éndustty in this country was being injured by that illegal
umpang.

Documents available in the public reading file at the
United States Customs Service indicate that several hundred
million dollars in dumping duties may be due on television
receivers imported since 1971; yet the great bulk of these
duties remain unassessed and uncollected.

I believe that the failure of the Treasury Department io
enforce the Antidumping Act of 1921 properly is the result of
a long standing and deep seeded philosophical bias against
the purposes of that Act. It is sincerely hoped that the
enforcement of the new antidumping provisions contained in
the Trade Adreements Act of 1979, Public Law 96-39, will
experience -~ore hospital treatment in the Department of
Commerce. While those who have been dissatisfied with the
Treasury Department’'s shortcomings in this regard generally
welcome the new venue for antidumping matters in the Department
of Commerce, there are several concerns regarding the propoged
reorganization. )

The proposed reorganization plan places overall responsi-
bility for the coordination of trade policy with the new United
States Trade Representative acting in concert with the inter-
agency Trade Policy Committee. The Trade Representative will
act as a "neutral broker™ to help resolve trade policy issues
which arise because of the differing goals and objectives of
the various executive departments and agencies. This is a sound
organizational concept which should contribute substantially
to the formulation of a well coordinated national trade policy.

While the establishment of a central figure to coordinate
our nation's trade policy is a welcome development, it would be a
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serious mistake to deprive the heads of individual agencies

of their policy making roles with respect to the specific
statutes which they are legally responsible for enforcing.

The responsibility for enforcing the antidumping provisions of
the Trade Agreements Act of 1979 falls on the "administering
authority." See §771(1) of the Tariff Act of 1930 as created
b §101 of the Trade Agreements Act of 1979, Public Law 96-39,
93 Stat. 176. Under the proposed reorganization plan the
administering authority would be the Secretary of Commerce. In
my judgment the new Trade Representative's role of policy
coordination should not be deemed to preempt the Secretary's
ultimate enforcement responsibility under the organic statute.

Prior to submitting Reorganization Plan No. 3, scmte
consideration was given to transferring enforcement responsi-
bility for antidumping and countervailing duty cases to the
U.S. Trade Representative. 1In his testimony of October 16,

1979 to your Subcommittee, James T. McIntyre, Jr., Director of

the Office of Management and Budget, expressed the fear that
"combining lead negotiating responsibility with enforcement

could create the appearance that CVD and antidumping cases would
be matters for negotiation rather than enforcement."™ If the
proposed plan were deemed to place ultimate policy responsibility
on the enforcement of the antidumping law with the U.S. Trade
Representative, then Mr. McIntyre's fears could well be realized.

Under Reorganization Plan No. 3 of 1979 the transfer of
policy and interpretation functions regarding antidumping and
countervailing duty law to the U.S. Trade Representative has
been limited so that such transfer applies only to the extent
"consistent with any other law." See Section 1(b)(3) of the
Plan. 1I strongly urge this Committee to recognize that the
ultimate policy responsibility for enforcement of the antidump-
ing law will rest with the Secretary of Commerce pursuant to the
provisions of Section 771(l) of the Tariff Act of 1930, as amended
by Section 101 of the Trade Agreements Act of 1979, 93 sStat. 176.
While the Secretary will undoubtedly wish to consult with the
U.S. Trade Representative on these matters, nothing in the
Reorganization Plan should be deemed to disturb the policy and
adininistrative responsibilities conferred upon by the Secretary
by the substantive provisions of the antidumping law.

The second problem which I would like to raise with the
Subcommittee concerns the attempted transfer of functions under
Section 617 of the Tariff Act of 1930, 19 U.S.C. 1617, from the
Secretary of Treasury to the Secretary of Commerce. This section
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authorizes the Secretary of the Treasury to comprcmise "claims
arising under the customs laws."” The position of the Department
of Justice is that the "claims” referred to in 19 U.S§.C. 1617
also relate to duties which may be owed under our antidumping or
countervailing duty law, Careful research into the origin of
the language presently codified in 19 U.S.C. 1617 leaves no
doubt that this provision i. inapplicable to antidumping duties
and countervailing duties, and applies only to the compromise

of fines, penalties and forfeitures. A legal memorandum
analyzing the story of this provision is attached to this
letter for the benefit of the committee.

The antidumping law mandates that dumping duties be assessed
in accordance with a very specific ad precise formula once an
antidumping order has been published. I am not aware of a single
instance prior to the television dumping case where the Secretary
of the Treasury has claimed authority to compromise the assess-
ment of dumping duties under 19 U.S.C. 1617.

We urge that the Subcommittee reaffirm the original
Congressional intent when the language of 19 U.S.C, 1617 was
originally enacted, that that provision has no applicability
to antidumping and countervailing duty cases. Otherwise, the
compromise of the duties owed under the antidumping law will
effectively negate the remedial and deterrent purposes of the
law.

I hope that you find these comments bot.. useful and

constructive.
Very truly yours,

Henry F. Frailey
HFF:gz
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Corning, New York 14830 Leg:..auut and Nal_oonal
Dear Mr. Frailey: Security Subcemmittes

You have asked for our oplnion as to whether the a(ithority
to settle claims within the meaning of i9 U.S.C. 1617 includes
the authority to settle or compromise the assessment of special
dumping duties within the meaning of the Antidumping Act of 1921,
19 U.S.C. 160 et. seq. 19 U.8.C. 1617 reads as follows:

Upon a report by a customs officer, United States
attorney, or any special attorney, having charge
of any claim arising under the customs laws,
showing the facts upon which such claim is based,
the probabilities of a recovery and the terms
upon which the same may be compromised, the
Secretary of the Treasury is authorized to com-
promise such claim, if such action shall be
recommended by the General Counsel for the Depart-
ment of the Treasury.

An examina*ion of the legislative origin of this provision
raises substantial doubt as to whether this authority extends
beyond the settlement of fines, penalties and forfeitures.

Section 1617 must be read in the context of its original
setting as Chapter 356, Section 617 of the Tariff Act of 1922,
Here, as one of three enforcement provisions, the real intent
of Congress can be discerned.

Sections 616, 617 and 618 of the 1922 Act read as follows:

SEC. 616. COMPROMISE OF CLAIMS, -- It shall not
be lawful for any officer of the United States

to compromise or abate any claim of the United
States arising under the customs laws for any
fine, penalty, or forfeiture, and any such officer
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who compromises or abates any such claim

or attempts to make such compromise or abate-
ment, Or in any manner relieves or attempts to
relieve any person, vessel, vehicle, merchandise,
or baggage from any such fine, penalty, or for-
feiture shall be guilty of a felony and upon
conviction thereof shall be punished by a fine
of not more than $5,000 or by imprisonment for
a term of not exceeding two years: Provided,
That the Secretary of the Treasury shall have
power to remit or mitigate any such fine,
penalty, or forfeiture, or to compromise the
same in the manner provided by law.

SEC, 617. SAME. -- Upon a report by a collec-
tor, district attorney, or any special attorney
or agent, having charge of any claim arising
under the customs laws, showing the facts upon
which such claim is based, the probabilities

of a recovery and the terms upon which the

same may be compromised, the Secretary of

the Treasury is hereby authorized to compromise
such claim, if such action shall be recommended
by the Solicitor of the Treasury.

SEC, 618. REMISSION OR MITIGATION OF PENALTIES.
-- Whenever any person interested in any vesse!,
vehicle, merchandise, or baggage seized under

the provigions of this Act, or who has incurred,
or is alleged to have incurred, any fine or
penalty thereunder, files with the Secretary

of the Treasury if under the customs laws, and
with the Secreta.y of Commerce if under the
navigation laws, before the sale of such vessel,
vehicle, merchandise, or baggage a petition for
the remission or mitigation of such fine, penalty,
or forfeiture, the Secretary of the Treasury, or
the Secretary of Commerce, if he finds that such
fine, penalty, or forfeiture was incurred without
willful negligence or without any intention on
the part of the petitioner to defraud the revenue
or to violate the law, or finds the existence of
such mitigating circumstances as to justify the
remission or mitigation of such fine, penalty,

or forfeiture, may remit or mitigate the same
upon such terms and conditions as he deems
reasonable and just, or order discontinuance of
any prosecution relating thereto. 1In order to
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enable him to ascertain the facts, the

. 8ecretary of the Treasury may issue a
compission to any special agent, collector,
member of the Board of United States General
Appraisers, or United States Commissioner, to .
take testimony upon such petition: Provided,
That nothing in this section shall be construed
to deprive any person of an award of compensa-
tion made before the filing of such petition.

Note that Section 616 is headed "COMPROMISE OF CLAIMS,"
and Section 617 is headed "SAME." The phrase, "Compromise of
claims®™, as it relates to these two sections is to be defined
therein, and in each section the phrase is intended to have
the same meaning.

Note further, that in the text of Section 616, the
phrase, "Compromise of Claims," is mentioned twice, and in
both cases the phrase refers to compromising a claim under
the custom laws for "fine, penalty or forfeiture."

Thus, in Section 616, Congress first made it unlawful
for any officer of the United States to compromise a claim
for any fine, penalty or forfeiture; and then, in the proviso,
Congress authorized the Secretary of Treasury to compromise a
fine, penalty cr forfeiture in the manner provided by law.
Clearly, Congress intended that the compromise of claims would
involve only fines, penalties or forfeitures.

Note further the exact language of the Proviso:

"Provided: That the Secretary of the Treasury shall have
power to remit or mitigate any such fine, penalty or forfeiture,
or to compromise the same in the manner provided by law.”™

Where then are we to look to determine the manner in which
the Secretary will have the power to remit or mitigate and
compromise a fine, penalty or forfeiture? Where indeed, but
in the very next two provisions, Section 617, entitled "SAME"
(relating, as previously stated, to "COMPROMISE OF CLAIMS")
and Section 618 entitled "REMISSION OR MITIGATION OF PENALTIES."

Seen from this point of view, these three gections,
appearing as part of the Enforcement Provisions of the 1922
Tariff Act, clearly relate only to fine, penalties and for-
feitures, and thus the contention that the Secretary
has power to compromise claims for antidumping duties is patently
erroneous. It now only remains to follow tne legislative history
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of these three sections down to modern times.

In 1930, these three sections were recodified as part of
Chapter 497 of the Tariff Act of 1930 as follows:

SEC. 616. COMPROMISE OF GOVERNMENT CLAIMS
PROHIBITED -~ EXCEPTION.

It shall not be lawful for any officer of the
United States to compromise or abate any claim

of the United States arising under the customs
laws for any fine, penalty, or forfeiture, and
any such officer who compromises or abates any
such claim or attempts to make such compromise or
abatement, or in any manner relieves or attempts
to relieve any person, vessel, vehicle, merchandise,
or baggage from any such fine, penalty, or for-
feiture shall be guilty of a felony and upon
conviction thereof shall be punished by a fine

of not more than $5,000 or by imprisonment for a
term of not exceeding two years: }covided, That
the Secretary of the Treasury shall have power

to remit or mitigate any such fine, penalty, or
forfeiture, or to compromise the same in the
manner provided by law.

SEC. 617. COMPROMISE OF GOVERNMENT CLAIMS BY
SECRETARY OF TREASURY.

Upon a report by a collector, district attorney,

or any special attorney cr customs agent, having
charge of any claim arising under the customsz laws,
showing the facts upon which such claim is bLased,
the probabilities of a recovery and the terms

upon which the same may be compromised, the
Secretary of the Treasury is hereby authorized to
compromige such claim, if such action shall be
recommended by the Solicitor of the Treasury.

SEC. 618 REMISSION OR MITIGATION OF PENALTIES.

wWhenever any person interested in any vessel,
vehicle, merchandise, or baggage seized under the
provisions of this Act, or who has incurred, or
is alleged to have incurred, any fine or penalty
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thereunder, files with the Secretary of the
Treasury if under the customs laws, and with the
Secretary of Commerce if under the navigation laws,
before the sale of such vessel, vehicle, merchan-
dise, or baggage a petition for the remission or.
mitigation of such fine, penalty, or forfeiture,
the Secretary of the Treasury, or the Sacretary
of Commerce, .f he finds that such fine, penalty,
or forfeiture was incurred without willful
negligence or without any intention on the part
of the petitioner to defraud the revenuve or to
violate the law, or finds the existence of such
mitigating circumstances as to justify the
renission or mitigation of such fine, penalty,

or forfeiture, may remit or mitigate the same
upon such terms and conditions as he deems
reasonable and just, or order discontinuance of
any prosecution relating thereto. 1In order to
enable him to ascertain the facts, the Secretary
of the Treasury may issue a commission to any
customs agent, collector, judge of the United
States Customs Court, or United States commis-
sioner, to take testimony upon such petition:
Provided, That nothing in this section shall be
construed to deprive any person of an award of
compensation made before the filing of such
petition.

Note that the same pattern persists. Section 616 is entitled
"COMPROMISE OF GOVERNMENT CLAIMS PROHIBITED -~ EXCEPTION," and
the power of the Secretary of Treasury remains the exception.
Note further that Section 617 logically follows as an explanation
of the exception and in this regard is entitled "COMPROMISE OF
GOVERNMENT CLAIMS BY SECRETARY OF TREASURY." Section 618 has
been rewritten, but it remains in logical tandem with Section
617 as an explanation of the Proviso in Section 616. Clearly,
at this juncture, there is no evidence that Congress contemplated
the Secretary compromising anything but fines, penalties and
forfeitures.

Before proceeding further with an analysis of the history
of these provisions it might be worthwhile to examine Contoni-
ficio Bustese, S.A. v. Morgenthau, Secreta of the Treasur
et al., 121 F..d 884, (D.C. Cir. t§1I$. Here the appellant
sought an order directing the Secretary of the Treasury to

reconsider a petition for remission or mitigation of a customs
exaction on the grounds that it was a penalty and thus




capable of remission and mitigation under 19 U.8.C. 1618. The
Secrstary had held that the exaction in question was in reality
a duty, not a penalty, and therefore he had no authority under
the statute to remit or mitigate. The Court went on to hold
that such an exaction vas in fact a penalty; however, as it
relates to the instant case, the interesting fact is that there
was no allegation made by either the appellant or the government
that if the exaction was a duty it could then be compromised
under 19 U.8.C. 1617, Surely, if it was generally perceived by
the government or members of the bar that Section 1617 allowed
the Secretary to compromise customs duties, this contention, in
::I form or the other, would have inevitably found its way into
s case,

In 1948, SBection 1616 was repealed; however, its provisions
based upon Section 1616 of the 1940 Codification appeared in
18 U.S.C. 1915 as follows:

COMPROMISE OF CUSTOMS LIABILITIES

Whoever, being an officer of the United
States, without lawful authority compro-
mises or abates or attempts to comprnomise
or abate any claim of the United States
arising under the customs laws for any fine,
penalty or forfeiture, or in any manner
relieves or attempts to relieve any person,
vessel, vehicle, merchandise or baggage
therefrom, shall be fined not more than
$5,000 or imprisoned not more than two
years, or both. June 25, 1948, c. 645, 62
. Stat. 793.

Essentially, nothing has changed except, as a matter of
indexing, this provision now appears in the penal code, The
statute still applies only to fine, penalties and forfeitures
and the old proviso portion of its precursor is represented by
the use of the words "without lawful authority."™

Once again, that "lawful authority®” can be found in 19 U.S.C.
§1617 which for all practical purposes remains strikingly similax
to the 1922 and 1932 acts:

1617. COMPROMISE OF GOVERNMENT CLAIMS BY
SECRETARY OF TREAGURY

Upon & report by a cnllector, United States
attorney, or any special attorney or customs

57-408 O - 80 - 17



254

agent, having charge of any claim arising
under the customs laws, showing the facts

upon which such claim is based, the probabil-
ities of a recovery and the terms upon which
the same may bs compromised, the Secretary of
the Treasury is authorized to compromise

such claim, 1if such action shall be recommended
by the General Counsel for the Department of
the Treasury. June 17, 1930, c. 497, Title 1V,
§617, 46 Stat. 757; May 10, 1934, c. 277,
§512(b), 48 sStat. 759; June 25, 1948, c. 646,
81, 62 Stat. 869.

The final amendment to 19 U.8.C. §1617 occurred in 1970
substituting a reference to a customs officer for a reference
to a collector. Section 1618 still remains in force though
amended.

Oon the basis of this historical analysis, there is little
or no merit to the contention that the Secretary may compromise
dumping duties under 19 U.S5.C. 1617,

‘*he special dumping duty has been described as an “"equalizing
duty” the imposition of which is not regarded as a "penalty",
but rather a "duty sufficient to equalize competitive conditions.”
Sturm, A Manual of Customs Law, New York, American Importers
Association, 1976, at p. 134. Special dumping duties fall
into the same category as normal duties. C.J. Tower & Sons v.
United States, 21 CCPA 417, 427 (1934). There is a separate
Zategory of customs exactions which includes fines, penalties
and forfeitures. These exactions are imposed for violations
of the laws governing the importation of merchandise. "Penalties
are severe, but have been considered necessary in order to enforce
the customs laws and prevent smuggling and fraud on the Govern-

ment.” Sturm, A Manual of Customs Lav 8 lement -~ 1976,
American Importers Assoclation, New York 5573 at p. 127.
Clearly, Congress never intended for the Secretary to
possess the power to compromise cuatoms duties; for him to have
such power would render the tariff law of this country virtually

worthless. If the authority to compromise duties exists, it is
the Ser etary and not Congress who becomes the final authority
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as to what rate of duty should be exactei c. each imported
item. It would be an exercise of futiiity for Congress, after
the arduous task of compiling facts and hearing testimony, to
set custom duties only to allow the Secretary, for reasons
which Congress might or might not find pertinent, to alter such
rates as he sees fit.

The imposition of special dumping duties is mandatory
following the publication of a formal dumping fin2ing under
the Antidumping Act of 1921, 19 0U.S8.C. 161 or following tne
publication of a antidumping duty order under the recentlv
enacted amendments to §736 of Tariff Act of 1930, 91 tzt. 172
and the formulae for calculating those dut:ss are quite 'pecific.
Since antidumping duties are considered to fall in the same
category as ordinary duties, there appears to be little bhasis
for bringing the assessment of such duties within the reach
of 19 u.s8.C. 1617.

Very truly yours,

HANNA & CULLEN

BY‘%Z&% m
aul D. Cullen



STATEMENT
of
GTE PRODUCTS CORPORATION
Submitted to the
HOUSE GOVERNMENT OPERATIONS COMMITTEE
on
TRADE REORGANIZATION
November 6, 1979

GTE Products Corporation ("GTE") 1s a wholly-owned sub-
sidiary of General Telephone & Electronics Corporation.

GTE manufactures and markets a wide variety of products

and services in the Unlted States and in foreign countries
to the private (consuner and commerciél) and governmental
sectors., GTE imports and exports articles in both finished
and unfinished states; it competes in markets that are
sensitive to import competition and in markets that

present significant export opportunities. GTE employs
nearly 100,000 persons in its domestic and international

operations; its sales during 1978 were $4.1 billion.

GTE supports the concept of coordinating, in an executive
department of the Government, the United States trade
policy functions presently spread among fifty or more
Government entities. We belleve that the Department of

Commerce, with appropriate restructuring and streamlining,
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could serve as that coordinating Department. We also
believe that the successor entity to the Office of
Special Trade Representative should act as a separate
watchdog agency to help assure that the United States
receives the benefits it bargained for in the Tokyo
Round of the Multilateral Trade Negatiations.

At the same time, we urge that the respcnsibility for
administering and enforcing the antidumping and counter-
vailing duty laws should rest entirely with an indepen-
dent regulatory agency, such as the International Trade
Commission ("ITC"), as free as possible from pressure
to use U.S. trade law as & foreign policy tool.®/ We
direct the thrust of our comments to this latter point
as well as to other matt>rs concerning the effect of

trade reorganization on unfair trade practices.

The responsibility for finding "less than fair value sales"
in antidumping cases and for determining the existence of
a subsidy in countervailing duty cases should not lie in
a policy-making Government agency. Because the Trade
Agreements Act of 1979 liberalizes the antidumping and
countervailing duty laws, arguably making it more diffi.

cult to protect domestic trade against unlawful dumping

%/ 8Such an independent regulatory agency could be housed
in the trade policy-making department in the same way
that the Federal Energy Regulatory Commission is a part of
the Department of Energy, but it should not be influenced
by the host department.
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and subsidies, it is important that an independent body
be avallable to enforce these laws in strict confor-
mance with their provisions.®/ 1In addition, a policy-
making executive department would be more prone to twist
the intent and meaning of the antidumping and counter-
vailing duty laws in the name of trade policy than an
independent regulatory agency. A case in point is the
way in which the Department of Treasury, an executive
department, has for over ten years almost entirely
thwarted the result of the dumping finding against

certain television receivers from Japan.®#/

The behavior of the Department of Treasury in this matter
and in its administration of the antidumping and counter-

valling duty laws has been the subject of serious congressional

criticism, R/

#/ This 1s not to say that it would be inappropriate, for
example, for a policymaking agency to settle an anti-
dumping case by accepting an undertaking by the defen-
dant to eliminate completely the injurious effect of
the dumping. However, we believe that the authority of
such an agency should be limited to cases where an
independent body has first determined that the market

place result on which an undertaking is predicated will
be reached.

&8/ See the allegations set forth in Committee to Preserve

American Color Television (a.k.a. COMPACT), et al.
1207 (D

W. Michael Blumenzhal, et al., Case No. 79-

v.
.c.n.C.,
decided June 265, I§7§’; appeal pending, No. 79-1948, D.C.Cir.

#88/See S. Rept. No. 96-249, 76th Cong., lst Sess. (1979)
pp. 76-77 and H. Rept. No. 96-317, 96th Cong., lst Sess.
(1979), p. 69.
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We suggest that the most practical way to avoid politicizing
enforcement of the antidumping and countervailing duty laws
would be to end the present approach of bifurcating the
findings of subsidy or dumping by th2 Department of Treasury
on the one hand, and the findings of injury by the Inter-
national Trade Commission on the other hand.:/ The ITC,

an independent regulatory agency should be responsible for
finding both %less than fair value sales" and resulting
injury in antidumping cases, and both subsidy and resulting
injury in countervalling duty cases. If this suggestion
were implemented, we see no reason why tlLe U.S., Customs
Service could not provide the ITC with the same information
with respect to antidumping and countervailing duty matters
which it presently provides to the Department of Treasury

in such matters.

With respect to the unfair import practice provision of
the Tariff Act of 1930 (section 337), we believe that

the same independent regulatory agency assigned responsi-
bility for antidumping and countervailing duty matters
should administer section 337. Again, we suggest that the
ITC, which has aggressively administered section 303 of
the Tariff Act of 1930 and the Antidumping Act of 1921,

retain its section 337 Jurisdiction.

In summary, while GTE endorses the formation of a central
policymaking trade department, we strongly urge that an
8/

-~ See Recommendation No. 73-4 of the Administrative
Conference of the United States, 39 Fed. Reg. 4846, UB4T.




independent regulatory agency administer enforcement of
antidumping, countervailing duty and unfalr import
practice laws as an important counterbalance to the

institutionalization of trade policy matters.
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NATIONAL ASSOCIATION OF MANUFACTURERS

NAA

Alirs Department

The Honorable Jack Brooks CEIVED

Chairman, Committee on Government Operations ocY Zi 979

U.S. House of Representatives

Washington, D. C. 20515 Lagislaton and National
Security Suhcom‘ mittee

Dear Mr. Chairsan:

I regret it was not possible to appear before the Committee personally to
express the views of the NAM, and my own personal views and those of a very large
part of the American business commmity, with regard to the Administration's pro-
posed reorganization of the Executive Branch of the Government for the conduct
and execution of foreign economic policy. Accordingly, I would be pleased if
the views of NAM, of which I am Chairman of the International Economic Affairs

Committee, would be made part of the record of the hearings on this important
subject.

Our views are stated in the attached statement, which has been developed over
the period of the past year and a half as a result of close cooperation with the
American business commmity. As you know, we do not favor the Administration's
plan to establish two separate umits in the Executive Branch to carry out U.S.
foreign economic policy; rather, we favor the creation of a unified new Cabinet
Department of Internaticnsl Trade and Investsent., The reasons for our position
are seen further in the attached statement. Many businessmen are of the opinion
that the Administration's propusal is a step in the direction of creation of a
separate Department of Trade and Investment, and they support the Administration's
reorganization proposal for this reason. I hope this view is correct, but only
time will tell. As of this time, NAM is of the opinion that the creation of a new
Department of International Trade and Investment is a more appropriate course to
follow. Hopefully, the Administration's proposed reorganization, if enacted, will
produce some favorable results. 1 hope your Committee will monitor the progress.
If the results are not commensurate with the expectations, I trust that your Com-
mittee will give consideration to alternate organizational proposals, including
the creation of a new Cabinet department.

I am enclosing a copy of my letter of August 17, 1979, addressed to Senator
Ribicoff. I think the material provided in that letter is of interest to your
Committee, and I request that the letter alsc be made part of the record.

Sincerely,

’
s
William L. Wearly
Chairman
International Economic Affairs Committee and
Chairman, Ingersoll-Rand Company

1776 F Surest N.W., Washingtoa, D.C. 20006 « Phons (202) 331-3700



NA\A\\ National Association of Manufacturers

STATEMENT OF
WILLIAM L. WEARLY
CHAIRMAN AND CHIEF EXECUTIVE OFFICER
INGERSOLL-RAND COMPANY
and CHAIRMAN,
NAM INTERNATIONAL ECONOMIC AFFAIRS COMMITTEE
on behalf of the
NATIONAL ASSOCIATION OF MANUFACTURERS
concerning
INTERNATIONAL TRADE AND INVE NT REORGANIZATION
October 25, 19J9 o

RECEIVED

0CT a5 un

Lohmarun ang Natonel

1776 F Street, N.W. « Washington, D.C. 20006 » (202) 331-3700



Executive Summary of NAM Testimmmy on Trade Reorganization

1. Growing U.S. interdependence with the world economy requires that the
formulation and implementation of U.S. foreign economic policy be accorded a
higher priority in the governmental system. Record aniusl trade deficits and
the dollar's weskness abroad perhaps are the most drametic examples of the
competitive economic challenge facing this country. The currently unfocused

U.S. government approach to international economic policy-making and execution
is inadequate to these tasks.

2. Basic adventages to be derived from reorganized governmental suthority
over foreign economic policy lie in: (1) more consistent policy with greater
sttention to internatiomal economic considerations, (2) enhanced international
negotiating leverage, (3) incressed follow-up on international agreement
obligations and opportunities, (4) better analytic economic research, (5) improved

husiness promotion services, and (6) elimination of unnecessary duplication between
governaent departments.

3. Consolidation of currently scattered international trade and investment
functions of the government into a new departmext, coupled with an inter-agency
coordinsting mechanism, offers the sost substantial benefits for recognizing

the increased importance of internationsl economics in both governmental policy
formulation and implementation.

-~ -

4. A number of different proposals involving consolidation of the government's
trade and investment functions have been introduced by the White House, Senate and
the House. However, S. 377 and the companion bill, H.R. 3859, address many of the
probless which currently plague the conduct of U.S. economic policy-making and
execution. This spproach is an innovative and positive response to reorganization
needs which contains the necessary basic consolidation proposals to establish an
effective international trade and investment department. Several constructive
modifications could be made in the bill, including provisions for a specific inter-
agency coordination wechanism, the further incorporation of ITC functions, and the

clarification of suthority over trade adjustment assistance policy and c~mmercial
aspects of foreign aid programs.

S. The Adainistration's recent reorganization proposal falls short of nec-
essary consolidation objectives. Trade authorities and functions still would be
split unnecessarily. There would not be a strong trade policy leader, with unified
cabinet department resources, whose primary mission is the improvement of U.S. com-
petitivenss in world markets.

6. NAM supports the crcation of a separate Cabinct Department of Intcrnational

Trade and Investment, and urges positive and timely Cougressional action on this
proposal.
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NAM Statement
by
William L. Wearly
Chairman, NAM International Economic Affairs Committee
and
Chairman and Chief Executive Officer of
Ingersoll-Rand Company
concerning
International iTrade and Investment Reorganization
October 25, 1979

I am submitting a statement on behalf of the National Association of
Manufacturers. NAM is a voluntary, non-profit association of some 13,000
business firms, large and small, located in every state of the nation. The
Association's member companies account for about 75 percent of American industrial

output and provide about the same percentage of the nation's industrial jobs.

My own firm is primarily a producer of heavy capital equipment, along with
some consumer products. We have manufacturing plants in 24 states and serve or do
business in 119 foreign countries. Our sales amount to over $2.3 billion, of which
about $450 million consists of machinery and equipment exported from this country.
More than 6,400 of our employees in this country, or nearly 20 percent of our dom-

estic work force, are engaged in export-related jobs, plus nearly an equal number

for our suppliers.

NEN INTERNATIONAL CHALLENGE

The stake of my firm in world commerce, as well as that of many NAM member
companies, has grown snormously over the last decades. The intsrnationali:zation
of the world economy truly }.as reached the United States. Administration figures
show that one of every nine manufacturing job.s in this country depends on export
sales; one out of every three dollars of corporate orofits comes from international
activities, either exports or foreign investment; and imports supply over one-fourth

of U.S. consumption in twelve of fifteen key industrial raw materials. The share of



trade in this nation's GNP has doubled over the last decade or so and, if invest-
ment is included, the level of U.S. involvement in the world economy is at least
as great as that of Japan or the EEC, taken as a group. .

This internationalization of the world economy has brought with it numerous
opportunities and challenges x;oquiring new spproaches in analytical, structural
and organizational terms. Many U.S. companies have reorganized themselves more
than once in the past ten years to improve the functions of their international
operations. The U.S. Government, on the other hand, which naturally plays a
tremendous role as policy-maker, negotiator and emergizer in dealing with the con-
sequences of economic interdependence, has fnilod' to organize itself effectively
to meet these new tasks. There is a growing pcrcoptim'l~ in business, financial
circles, academia, the Congress and elsewhere that there has to be a better way
to develop and implement the nation's intermmational economic policy.

The dramatic reversal of the nation's trade balance and the dollar's problems
in world markets have spurred coﬁsidergtion of slternative organizational prono<als,
While government intervention in currency sarkets since late last year has bol-
stered the dollar, these are not lomg-term corrective actions and do not address
the fundamentsl problems which underlie the dollar's weakness. Last year the
United States sustained another record trade deficit of over $28 billion --

a figure that would have been unimaginable iust a few years ago. This deficit

has serious implications for the nation's economy in terms of higher unemploy-
ment, dollar problems abroad snd growing inflation at home. While most press
accounts usually stress the admittedly large role of increasingly c.ostly oil
imports in this deficit, it is often overlooked that the decline in our manu-
factured goods trade balance was more significant last year than oil in account-
ing for the larger trade deficit. Indeed, our trade position in manufactuied goods,

which represent two-thirds of the dollap value of U.S. exports, generally has been



doclﬁing rapidly in both absolute teras and relative tn major U.S. trading com-
petitors. In just three years, from 1975 to 1978, the U.S. trade account in
manufactured goods dropped from roughly a $20 billion surplus to s deficit of
over $5.8 billion, while the surplus of Germany and Japan has jumped to over $51
billion and $72 billion, respectively.

BALANCE OF TRADE IN MANUFACTURES,
U.S., F.R. GERMANY, AND JAPAN,
1970-1978
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The United States has lost its once unchallenged position in world commerce.
In 1970 Germany moved ashead of the U.S. as the world's leading exporter of manu-
factured goods and since has widened its iesd. The U.S. share of total world
exports has continued to drop from an 18 p:ircent share in 1970 ta only 13.7 percent in
1977 -- and bear in mind that every one-tenth of one percentsge point represents
over $1 billion in trade, or 40,000 jobs, $2 billion in U.S. GNP and $400 million

in Pedera! tax revenus.

EXPORTS OF MANUFACTURED GOODS
U.S., F.R. GERMANY, FRANCE, U.K., AND JAPAN
© 1960, 1970, AND 1978
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Some will argue that exchange rate developments - further devaluation of the
dollar or revaluation of the yen and the mark - will rectify the U.S. trade probles.
Others say contend that the current problem is mzinly due to the business cycle; i.e.,
that because the U.S. has grown more rapidly than Japan or Western Europe in the
last few years, it is importing more snd' exporting less than other countries in
response to this conjunctural business cycle situation. 1 believe, however, that
reliance on exchange rate developments or business cycle changes to correct the
Amsrican trade position and improve the U.S. balance of payments position more gen-

erally, represents s theoretical view held by some economists, but shared by very

few businessmen.

Much of the responsibility for the poor performance of U.S. exports must fall
on government, both the U.S. and foreign governments, for their incrnsin;ly counter-
productive role in international business transactions. The U.S. government, for
ics part, recently has been rucceeding more in discouraging rsther than promoting
{ncreased exports. The absence of effective export stimulants, the continued growth
of bureaucratic red tape and the often coux;tterproductive use of presumed export
leverage to pursue non-economic policy objectives, have all served to place a series
of self-imposed restraints on U.S. exports. Additionally, the U.S. Government has
not besn sble to act effectively against foreign countries engaging in unfair trade

practices which have brought harm to important segments of U.S. industry.

In short, the U.S. Government has not effectively pursued this nation's increasad
international economic interests, either in supporting U.S. foreign business activities
or resisting the unfair practices engaged in by other countries on behalf of their
own national industries. We believe that the Government simply has not kept pace with

the country's chaiiged economic realities. U.S. interests in the international



economy can no longer be the poor step-child of other national concerns. This
policy area deserves high-level attention on a sustsined, intesrated basis and
requires a zop policy spokesman and advocate at the cabinet level of government.
Today there is no single government depsrtment charged with looking after this
nation’s international trade and investment position. In fact, the currently
scattered systea of diverse, overlapping or even competing functions and authori-
ties sluost guarantees that there will be no adequate guidance in this vital
national interest area.

INTERNAT IUNAL TRADE REQRGANIZATION PROPOSALS

A nmumber of propossls have been introduced to improve Executive Branch

organization for the conduct of trasde policy. Senstors Abraham Ribicoff and

Willism Roth have introduced a bill (S. 377) to consolidate the currently fragmented

federal policy-making and execution spparatus into one Department of International

Trade -and Investment (DITI). The bill does not expand the size of the Cabinet,

since it subsumes the Special Representative for Trade Negotiations post, and does
not authorize any new buresucracy nor government rogulatory activity. It does,
however, provide a consolidated policy Department with a strong mandate and the
tools to promote snd protect U.S. international trade and investment interests.
's'er-utors Robert Byrd, Adlai Stevenson and others have introduced bills which
offer somewhat different consolidation patterns, but are directed st similar
objectives.

In the House, Congressmen James Jones and William Frenzel of the Committee
on Ways and Means have introduced their bill (H.R. 4567) which transfers the main
tradé policy functions of the government to the Derartment of Commerce. Congress-

man Stephen Neal, Chairman of the International Invostment und Monetary Policy

Subcommittee of the House Banking Committee, has introduced a companion piece to

Roth-Ribicoff, H.R. 3859. Congressman Gillis Long has slse introduced a bill

(H.R. 4995) which places the main responsibility for trade policy-making and
axecution in the office of the Special Trade Represeatative. In late September.

the Administration formally submitted its Rcorgunization Plan Number 3 to the Congress.

57-408 0 - 60 - 18
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After nearly a full year of study during 1978, NAM's Internationsl Economic
Affairs Committee voted last November to support the consolidation of international
trade and investment functions into'a single cabinet Department, and specifically
endorsed a modified versiom of S. 377. I would like to describe our reasons for
that decision, since the ratiomale underlying the decision constitutes the criteria
against which we messure all current reorganization proposals.

REORGANIZATION OBJECTIVES

A reorganization propossl should not be viewed as a panacea for basic economic
problums. It does not replace the need for an sxpansion of productive capital
investment or other important economic requirements that relate to domestic =s
well as international economic policy. However, a reorganization should help
improve the U.S. government's ability to respond effectively to at least six identified
najor problem areas of inconsistent policy, ncgotn-ting leverage, international
agreement enforcement and follow-up, ana.ytic economic research, business promotion
services and eliminating unnecessary duplication. NAM supports a consolidated
Department of International Trade and Investment(DITI) as the best reorganization
alternative to meet these objectives.

Inconsistent Policy

A DITI Cabinet Officer would be in a strong organizational position to become
4 needed advocate for broad, international economic views to counter-balance State's
diplomatic focus, Treasury's financial ourlook and various agencies' seif-interest
perspectives. This top-level advocacy would be complemented by DITI's staff
capability to assume leadership positions on specific inter-agency policy groups.
By building such institutionalized international economic advOcacy views into the
system, new policy initiatives harmful to U.S. international écononic interests
more likely would be challenged at an early stage, while efforts could be made to
t.l.ior or clarify presently inconsistent policies. Absent a cabinet department

charged with international economic policy responsibility, the current situation



271

is likely to continue with suthority scattered in diverse agencies, each pursuing
interssts more centrasl to their mission than U.S. economic competitiveness in
world markets.

For example, export promotion has for many years been promulgated as a national
policy goal. Periodicslly there are special efforts to fashion a new governmental
eoffort to encourage U.S. business, particularly smaller firms, to enter the over-
ssas market. Howsver, the present export programs like trsde fairs, embassy
commercial officers or the DISC are overvhelmed by the continued proliferation
of governmental restraints on exports. Long-standing export controls in security
sonsitive areas and antitrust policy inhibitions sre now being joined by human
rights considerations, environmental impact studies and other self-imposed export
disincentives. The bursaucratic requirements of these programs not only conflict
with a nstional export promotion effort, but they are particularly burdensome and
restrictive on smaller firms lacking large administrative staffs and unfamilar
with the rigors of sultinational, cross-cultural sarketing. A strong Cabinet-level
advocate of internationsl economic goals is needed to challenge the desirability
and specific application of proliferating non-economic controls on U.S. export

.promotion efforts. ) :
The Domestic International Sales Corporation (DISC) is another good example

of how inconsistency can help undermine a beneficial program. The DISC was
established to help promote U.S. exports and partially offset foreign export
subsidy measures. The debate ensuing from calls for its termination point to

the need for a better coordinated government policy benefiting from s broader
overview perspective. The Treasury Department focuses on Discitu revenue
questions, the Commerce Department on export promotion and the STR on negotiating
a trade-off in reducing foreign export subsidies. Governmental policy on DISC
seemingly shifts with the ebb and flow of these seversl departments’ interests

and fortunes, creating uncertainty as to the future of the program and government's

commitment to its objectives. Under these circumstances, companies are under-
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standably reluctant to undertake long-ringe export expansion efforts which may
be undercut by government policy shifts in mid-streas. Other similar examples
of negstive impact from such inconsistent policies are evident in the recent

controversy over calls for foreign cenvironmental impact statements on exports;
extraterritorial enforcements of U.S. anti~rust, corrupt payments, and other

) areas.

NEGOTIATING LEVERAGE

Most other industrialized nations have a centralized, consolidated trade
administration organization. The organizationally scattered trade suthority
in this country means that U.S. negotiating interests can be comprosised by
uncoordinated actions wnd positions among the various gove.nment agencies
involved in international economic activities. Foreign negotiators are able
to exploit position differences among U.S. agencies while American officials
cannot draw upon all the potential negotiating leverage inherent in this country's
central role in international commerce. This poin: was referred to in hearings
before this Committee last year in the presentation by former Deputy Special
Trade Representative Harold Malmgren.

A DITI would integrate many of the government's international economic
activities into cne department, while also providing the incentive and capability
to staff a coordinating mechamism to tie other agency functions into the information
needs and policy positions of a central negotiating team. For example, former
Ambassador Strauss might have benefited in his effort to open up the Japanese economy to
U.S. imports if he had had some means of taking into account and influencing the
course of civil air negotiations with Japan concerning landing rights in the
Dallas-Ft, Worth area. U.S. negotiating strategy and tactics can benefit from
the coordinated leverage which may be available through knowledge of discussions
in such areas as aviation, fisheries, communications, agriculture and others. The

DITI role in integrating governmental international economic functions with approp-
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riate inter-agency cocrdination leadership would enable it to develop over time the
type of "institutional mesory' currently lacking in the U.S. government which would

- underpin U.S. negotiating leverage in future international economic discussions.

Another very important application of improved U.S. negotiating leverage con-
cerns the proliferation of foreign governmental involvement in trade flows, particue..
larly regarding subsidization of export promotion drives. A consistent and
coordinated U.S. government respons: is needed to unfair foreign trsds practices.
The current U.S. system lodges countervailing duty and anti-dumping actions in the
Treasury Depsrtment, certain investigation and recomendation functions with the
International Trade Commission (ITC), negotiating authority for orderly nrﬁetin;
agreesents or other arrangments with the Special Trade Representative's (STR) Office,
with various other functions falling to the State Department, Agriculture Department
or other agencies on specific subjects such as sugsr imports quotas, commodity
negotiations, etc. The consolidation of most of these functions under the centra-
lized direction of a new DITI structure, while drawing on specific agency expertise
where necessary, would give the U.S. a better coordinsted and effective mechanism
for desling forcefully with unfair foreign trade practices.

INTERNATIONAL AGREEMENT ENFORCEMENT AND FOLLOW-UP

Closely related to the need for better negotiating leverage is the require-
ment of effective follow-up mechanisms to implement international trade and
investuent agreements. Thc most important example concerns the non-tariff
measure agreements just concluded in the Geneva multilateral trade
negotiations. Regardless of the substantive merits of these agreements, codes
in areas such as subsidies, government procurement and standards, will be
meaningless for U.S. interests unless an effective follow-up enforcement
mochanisa is deyised. While full use will have to be made of the GATT
Secretariat and other relevant international bodies, the task of vigorously

defending U.S. interests in the implementstion of the codes must fall primarily
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on the U.S. government. The job really will be two-fold: to take full sdvantage
of new U.5. trade opportunities resuiting from tariff or non-tariff measure
concessions, and to assure proper enforcement of the international rules against
unfair foreign trade practices.

First, there should be a systematic attempt to exploit fully the trade or
investment opportunities for the U.S. which are achieved in an internationsl
trade or investment agreement. Although there are differing opinions as to
whether the U.S. successfully negotiated for everything it might have from the

"Kennedy lound” of trade talks in the 1960s, there is little dispute that there

was incomplete follow-up to exploit the potential trade opportunities which were
gained. A similar challenge will arise in translating potential gains from the
current round of multilateral trade talks in Geneva into real export gains for
U.S. business. The realization of such trade growth requires a coordinated follow-
up program to communicate the potential opportunities; encourage the developme:..
of new export efforts with adequate commercial information, export credit financing,
license approvals, etc; and assure that foreign government actions do not close off
the newly negotiated opportunities. This type of practical implementation follow-up
would be handled best by an integrated DITI-like structure which has the added
advantage of first-hand knowledge of the agreements, since the DITI would handle
their negotiation.

Closely related to the above point is the second track of follow-up actions
to ensure vigorous enforcement of agreed intermational and national rules and
Tegulations against unfair foreign trade or investment practices. The U.S. network
of Treaties of Friendship, Commerce .ad Navigation with other count-ies has been a
useful, but seldon‘t‘ully enforced standard governing bilateral economic relatious.
Sihilu-ly, the U.5. has not effectively utilized GATT procedures nor other accords,
like the OECD agreement on the liberalization of capital movements, to protect

the nation’s interests in international commerce. This problem cf effective enforce-
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ment follow-up will be even more important with regsrd to the various codes nego-
tiated in the multilateral trade negotiations. There is widespread recognition
that non-cariff messures, particularly subsidies, customs regulations, licensing
practices, governmen: procurement and product standsrds, have surpassed tariff
Tates in terms of their impact on world trade. Negotiated codes to constrain
governmental intervention in these areas will seek to prevent or reduce such trade
distorting tactics. However, any satisfactory international agreements on these
topics'vill require s sophisticated U.S. implementation capability to ensure that
the agreed rules are enforced. The same conclusion holds regarding utilization of
the less dotailed but still important 1976 OECD agreements on national treatment of
foreign enterprises ard intemlt'ionll investment incentives and disincentives. An
integrated U.S. trade and investment departmont offers the greatest potential for
providing the continuing enforcesent and implementation attention needed to schieve
U.S. economic objectives.

In the past the U.S. too often has let potential new trade opportunities slip
away and been wnable or reluctant to seek redress against unfair foreign actions.
A unified cabinet department such as DITI, which has responsibility for negotiating
the agreements and which also> incorporates the government's trade promotion mechanisas,
would be ideally situated to Yollow-up effectively on agreements coming out of
multilateral trade talks or in relation to other areas, as for example the national

treatment Or capital movement agreements in the OECD.

Analytic Economic Ressarch

The current scattering of agencies with some involvement in international
economic functions has dispersed the government's data-collecting and analytic
research capabilities. Despite the government's collection of massive amounts
of raw information, there is little long-term or in-depth analysis done by the

federal government on fundamental international economic issues. The integration
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of information-gathering and analysis staffs in a DITI would enhance the capabil-
ity to identify and encourage future areas of national economic strength as well
as provide the earlier warnings necessary to help avoid domestic dislocations
arising from international economic forces.

During the periods of a large U.S. surplus, American industrial competitive-
ness was taken for granted and little attention was paid to colponﬁnt elements
which provided the surplus position. Now that the trade account has dramatically
reversed into the deficit category, there is some concern about injured domestic
industries, but still little evaluation of econoric strength aveas. Many foreign
governments target export growth industries and encourage their expansion. The
U.S. systea does not and should not allow for the same measure of governmental
planning as is carried out abroad, but U.S. policy-msakers shculd be more aware of
the elements of the country's economic strength when developing negotiating strategy
and follow-up programs to maximize U.S. export opportunities in future years. A
centralized analytic staff also could provide more accurate assessments regarding
the effectiveness of various government programs, such as %he DISC. One of the
problems regarding the DISC is the absence of an authori:ative professional
study which can draw on consolidated government information to evaluate
properly the program's effectiveness in terms of its full international economic
implications.

There has been a recent increase of concern regarding the adverse impact on a
number of domestic industries due to international economic factors. Import com-
petition, particularly resulting from subsidized or otherwise unfair foreign
practices, has highlighted this development. However, other domestic dislocations
can result from longer-term shifts in the relative competitiveness of economic
factors in various countries. There has been much discussion about the desir-
ability of some form of "early warning" system for such dislocations, especially
to key appropriate adjustment actions. However, early identification of cconomic

trends or foreign government actions likely to affect adversely U.S. domestic
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interests are unlikely without a professional economic anslysis drawing upon
consolidated government data. The growing intirdependence of the U.S. with the
world economy makes it imperative that the U.S. Government develop an analytic
research capability which csn undeqpin informed and timely decision-making on
foreign economic policy issues.

One further illustration of the disadvantages of the current information
githering and analysis system arises from this dountry‘s experience in conduct-
ing multilateral trade negotistions. The governmental specialists who are to study
and evaluste the intermnational competitiveness of thousands of particular products
are dispersed in at least four major department and sgencies: Commerce, STR, ITC
and Agriculture. The U.S. spproach to negotiations essentially has been to begin
from scratch each time, attempting to use the STR Office to forge the necessary
coordination links between the various staffs to provide a thorough and coherent
analysis. Without denigrating the enormous efforts of the invoived individuals,
this approach has had obvious problems and does not serve the country well. The
relevant analytical staffs should be consolidated into one internationally-oriented
department. There they can formulate the best integrated positions and also develop
over time the institutions! memory from one negotiation to the next which has so
benefited our foreign trading partners.
ﬁstnon Promotion Services

Rusiness promotion servicos such as export uxpansion efforts and Eximbank
financing could be sided by closer coordination within a single departmental
frasework. Certainly for smller companies new to the overseas market, an inte-

grated international trade and investment department would be s less confusing’
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and more reliable ally than the current array of agencies which offers various
facets of business facilitation services. A new exporter or smaller firm is
especially inhibited from taking sdvantage of government business facilitstion
services becauss they are scattered in a Washington bureaucratic maze nearly in-
decipherabls to soweone new to the ares.

Consolidation of business facilitation services such as Commerce trade fairs
and buyer information, Eximbank, State commercial opportunity prograas, OPIC and
other related aress should improve coordination among the services. A smaller
firm seeking to enter the overseas market could be directed to one central contact
point in a consolidated department which could in turn draw upon the full range of
integrated inhouse facilities to cjkstruct the package of services appropriate to
the firm's needs. Additionally, the presence of the analytic research capability
in DITI would complement the facilitation services and improve the ability of the
government to work with U.S. business to meet increasingly sophisticated foreigm
competition in world markets. Foreign government-business "'combinations" often
out.class even the largest American firms in their efforts respecting major foreign
projects. Larger firms thus also could work more closely with the U.S. Government in
overcoming efforts by foreign firmas supported by their governments.

The U.S. Export-Import Bank exists to serve U.S. exporters in financing, insur-
ing or guaranteeing export transactions. However, the fractionalization in over-
sight and direction of Eximbank policies and programs limits the Bank in terms
of customer services as well as reduces its ability to achieve an international
reduction of export financing support levels. As s coxpletely separate agency,
Eximbank has lacked departmental support to uphold its mission objectives

in both interagency and Congressional reviews of its policies. This relative

institutional weakness inhibits the ability of the Bank to advance its programs



279

as an integral part of U.S. foreign economic policy objectives. 1In recent years
this problem led to a cutback in Eximbank support of U.S. export financing needs
and the imposition on Eximbank prog;-us of various restrictive non-economic
constraints. Additionally, the relatively poor results obtained thus far in U.S.
efforts to achieve an internationally-agreed lowering of export financing support
levels masy be due in part to the sbsence of an integrated international economic
department with adequate incentive and negotiating leverage to accomplish such
an agreement. Consolidation of Eximbank within a DITI structure would more
closely align Eximbank policies with overall national economic objectives and
provide the agency with the departmental support to help accomplish its mission
to facilitate U.S. exports through offering American exports financing arrange-
ments competitive with those offered by our major foreign competitors.

Unnecessary Duplication

A counterpart benefit to the improved analytic and service capabilities of a
DITI would be the elimination of unnecessary and costly duplication of ictivities
which currently exists in many intermational economic policy areas. Information-
gathering functions of Commmerce, Treasury, the International Trade Commission
and other agencies could be combined in a way that reduced the reporting burden
placed on companies while providing a centralized collection noint so that
policy-makers are aware of all the data which is available to them. Currently, despite
some good efforts by the OMB to regulate governmental survey efforts, there is still
a great deal of overlap and duplication in information being sought and a general
ignorance, both public and private, of the data which are already available. One
basic problem is that many different agencies are authorized by —arious statutes

to conduct studies in ambiguous international economic areas. Better control over
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these broad investigatory and survey powers could be managed through a consolida-
tion of the government's information-gathering and evaluation staffs into a
centralized unit in one department. This integration would also provide a more
accurate and readily accessible assessment of what data already is available to
policy-makers. Many functional or regional department sections also could be
consolidated -- for example, the numerous East-West trade and Middle East bureaus --
to effect a cost-savings while providing for more centralized data evaluatiom and
policy follow-up. Major departments such as State and Treasury would need to retain
some broad international economic staff capability since these issues can impact
heavily on their principal policy missions. However, specialized staff functions
should be transferred to a new department and statutory restrictions placed on the

reestablishwent of duplicative activities.

POSSIBLE COUNTER ARGUMENTS

There are several counter arguments to s DITI-type organizational approach.
Two concerns reflect nearly polar opposcite expectations--that DITI would be a weak,
vedundant agency or that DITI would be a powerful government mechanism subject
to "capture” by a narrow, single-minded trade philosophy. The first objection
anticipates that departments and agencies currently involved in international
economic affairs would somehow either retain their supposedly transferred functions
or would build them up again after a short period of time. In this view, creation
of a DITI would simply add a redundant layer of bprnucrlcy with duplicating
sections being maintained in the other major departments. One way to safeguard
against this possibility would be enactment cf legisiative provisions strictly

limiting staff expansion in the departments from which functions were transferred.
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The other fear of an excessively strong department rests on two bases.

First, support for a powerful governmment department seemingly runs counter to
general business opposition to greater government intervention and control in

the economy. A well-organized, coordinated department sventually could develop °
planning and regulatory functions which aight add further controls and restric-
tions on private enterprise. Partially offsetting this fear is the recognition
that some degree of government involvement is unavoidable and, in the international
arens, private companies often will need active U.S. Governaent involvement to
gain removal of foreign government restrictions or unfair practices. in fact,

the new multilateral trade agreements presume such governmental involvement.

The other factor underlying s fear of a strong department is its possible
capture by a single, doctrinaire trade philosophy, either protectionist or totally
free trade in outlook. The broad international economic scope of DITI's mandate
might enable it to disrupt or override current organizational checks and balances
between competing policy interests. However, a DITI in the U.S. wculd not be
comparable to the unitary policy control sometimes exercised abroad, such as by
MITI in Jspan. Potential counter-weights would still be present in the U.S.
system through, for instance, the bronderA economic pelicy-making role of Treasury
and the integration of domestic with international economic policy concerns in
councils such as the Economic Poiicy Group. What DITI would seek to do is provide
a stronger international spokesman and negotiator at the top, while integrating
lower-level policy-making snd implementation into a more identifiable and there-
fore presumsbly more effective and responsible organizational unit. It should be
recognized, however, that business should not expect a DITI necessarily to be
s spokesman for business interests per se, but rather for general U.S. inter-

national sconomic policy interests which bring the broadest benefit to all

economic sectors.
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A third major objection to the DITI proposal concerns its feasibility.
The current sentimeit in the Executive Branch to & DITI proposal appears to
range from hostility to cautious interest. Some key Administration figures have
expressed initial opposition to a separate intemational economic department, while
a few have suggested that the idea merits consideration in light of the seriousness
of current international economic problems. It should be anticipsted, however,
that departments which would lose functions and personnel to DITI could constitute

s major political obstacle to Administrative support for and final Congressional
passage of such a bill.

Susmary Arguments

The following summary outlines major pro and con arguments which generally
are raised with regard to the proposal to create a new consolidated international

trade and investment department, particularly as it relates to U.S. business

interests.

o 2RO

1. Most problems stem from differences M¥hile not a cure-all, a strong Cabinet
in the oconomic systems used by advocate would strengthen international
different countries, and U.S. govern- economic interests in top Administra-
ment organizational changes won't tion policy councils and help restrain
affect such basic differences. agencies whose own particulsr interests

may conflict with foreign economic
policy goals.

2. Companies have learned to work All companies could benefit from less
with the status quo, usirg diverse fragmented suthority where resolution of
contact points. Some may have no U.S. policy problems requires identifi-
particular reason to be dissat- cation of responsibility. Smaller
isfied with the current structure. companies especially would be better

served by a 'one-stop" integrated
department than the current confused
scattering of programs in many agencies.
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8.

Support for DITI would be sup-

porting greater government inter-
vention and control in the sconomy
rather than opposing such a trend.

A better orgsnized, coordinated
government department could be-
come 8 powerful opponent and
seriously inhibit company opers-
tions.

On many international issues,
competing interests need to be
brought to a head in the White
Housc for decision and could not
be resolved by a new department.

Individual personalities rather
than government structure make the
most practical differences in
government action.

A new Department would inevitably
mean more staff and governmental
expenditures, adding new tax
burdens without necessarily
eliminating international economic
functions in some of the currently
involved agencies.

A new Department is not politically
saleable. It cuts across Congres-
sional jurisdictions, would be
opposed by agencies losing functions
and does not have Administration

support.,
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)

Government involvoment is a fact which
will not change, especially in the
international area. It is better to
try to improve government policy than
to fight against any governmental role.

An effective internationsl trade depart-
ment is necessary to pursue U.S. interssts.
For example, implementation of NTB
agreements arising from GATT negotia-

tions will require constant follow-up

that fragmented agencies are unlikely

to provide. In areas such-as govemn-

ment procurement, industry needs U.S.
government involvement to gain removal

of foreign government restrictions.

A small White House council could

handle particular policy issues re-
quiring direct Presidential involve-

ment, while maintaining the advocacy

and operational integration functions

of a new international economic department.

It would be easier to attract gond
people to lead a better orgsnized, more
powerful international economic department.

Costs could be constrained in a new
department, especially through statu-
tory limitations on staffing in other
agencies where functions have been
transferred to the new department.

Now nay be a good time to press for a
new department because of the public
recognition given to the trade deficit
and dollar problems abroad. Any re-
organization proposal encounters
Congressional jurisdiction difficulties,
while the longer-range Administration
position on the issue cannot be pre-
dicted.
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RECOWENDED GUANGES TO S. 377

We believe that the bottom line to this analysis regarding an International
Trade and Investment Department proposal comes out clearly on the positive side.
There is now better recognition of the serious internmational trade problems fac-
ing this country and a growing consensus that strong steps must be taken to help
correct the continuing prospect of & large national trade deficit. Government
reorganization is not a pansces, but it is a necessary step to complsment
other policy actions. It is NAM's positiom that the consolidation of cur-
rent international trade and investment functions into one department is the best
slternative approach to this problem. WNe support passage of the bill (S. 377),
but. we would like to suggest s few modifications to it. )

The major change which we would recommend for $.377 is the addition of a
specific inter-agency coordination mechanism. It must be recognized that even
with the formation of DITI, the State and Treasury Departments would still retain
limited basic staffs to deal with major international econcmic issues, where their
basic governmental role requires that they deal with foreign governments on ques-
tions related to such issues. Other sgencies whose role is basically domestic
also are involved in policy matters affecting business abroad. Some examples
of such overlap are the Environmental Protection Agency, the Civil Aeronautics
Board, the Nuclear Regulatory Commission, the Federal Trade Commission, the
Federal Communications Commission, the Antitrust Division of the Justice Depart-
ment, etc. An inter-agency pblicy coordination mechanism -eems desirable to tie
these sgencies into the policy process, as well as to make certain that DITI takes
into account the viewpoints of the mainline Departments of State, Treasury,
Commerce, Labor, Agriculture, Energy and Defense.

The inter-agency coordination mechanism could have two levels. First, a coordina-
ting body could be set up in DITI with standing committees in major issue areas such
as international commodity policy, export promotion, trade and investment negotiations,

etc. The regulations governing this inter-agency body should give clear policy
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leadership to DITI, whose staff would act as ity Secertarist, thereby enabling the
coordination mechanism to achieve better policy consistency and effective inter-
national negotiating leverage.

Some 'issues, of course, will ultimately need a focal point for White House
decisions. This need seems most likely to arise where the issues involve parti-
cularly complex interrelationships between domestic and international economic
policy and in regard to policy items with a high domestic or foreign political
content. Therefore, the second coordination level should involve an International
Trade and Investment Group (ITIG) created in the White House, with appropriate
Cabinet-level membership, but chaired by the DITI Secretary. This Group, with a
small staff to handle mesting mechanics and the preparation of papers for the
President when necessary, would be designed to insure top-level inter-agency con-
sideration of major policy issues with an over-all or government-wide focal point
that can best be achieved at the White House.

Some issues obviously still would be susceptible to bureaucratic pulling and
hauling, especially as to whether the decision-making body should be ITIG or the
Economic Policy Group (EPG). However, such conflict probably would be unavoidable
under any circumstances and the ITIG mechanism at }east gives the DITI Secretary
a better advocacy position and a higher degree of expertise regarding international
economic concerns than currently exist in White House councils. In contrast to a
CIEP-type alternative, the ITIG would not be exnected to handle the broad range of
mid-level inter-agency issue coordination (this function would be performed by the
DITI-based mechanism). Thus, the narrower mandate of ITIG, focusing on only important
issnes unresolved at lower official levels, should allow sufficient attention to key issues
without resort to a .arge White House staff. This approach also recognizes that
active direct Presidential involvement is a factor which cannot be assumed on a
continuing basis. Therefore, the Group's chairmanship is delegated to the DITI

Secretary, allowing ror discretionary Presidental participation as warranted, yet

57-408 0 - 80 - 19
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giving the Group Chairman more staturce than if the position were held by a sub-

Cabinet level appointee.

A second modification to the bill would be to incnrporate the Intermational
Trade Courission (ITC) fully into the ncw department. The ITC could

function in the same scmi-autononous manner as provided in the bill for

Eximbank and OPIC. We recognize the legislative history behind a fully indepen-

dent ITC, but we question if the rationcle would be as valid in the light of a
broad reorgenization giving one (Cabinet Sccretary clear responsibility in the
internationai trade area and specifying strong Congressional oversight authority

of that depurtment's work. Ie do not believe it necessary to retain

some parts of the ITC's international tride functions in » fragmented manner

sutside of a consul.dated departnmental structure.

Finally, we sugsest sone further Rroadening and/or clarification of the
propused department's authority, specifically in the areas of trade adjustnent

assisiance and foreign aid. A DITI should have overall responsibility for and

authority over trade adjustnent assistance policy. This chanpe is especially
desirable given the probable rclationship of trade adjustnent assistance programs
to any firal agreem;ent on a multilateral safeguards code. Provision should be
mage, however, for a delegation of progr== implementatisn authority to other
departments, if appropriate. For cxampis, the Labor Department logically should
administer the worker adjustment assistence prozrams, but DITI should have full
authority over the progran’s policy aspets to assurz that jt fits within 2
coherent national trale policy. A good rodel for thic anpeoach S nzovide! -

the bili alrcady, where DITD is given a=havit  ower ins wancion~!

agriculture, but many Foreizn Agriculturs Servize imp

~tagion fuactions are

retainod by the Agriculture Donartment.  We bellgve it the z

~and trade
adjustmant assistance proyrans are sufficiently specinolazedd faao they would

bene<it from administration witnin one ofF the other Departmeary, but DITI should

have gencral interrational policy auther-ity over horh zveas
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In regard to foreign aid, we suggest a l.imited role for DITI concerning the
use of mixed credits. This is an arca where the U.S. is beiny placed at 3 dis-
advantage by other goveraments which arc able to of{er a trade financing package
with concessional aid components in it. Perhaps the best way to handle this
issue :n the bill would be to adl in Section 4 a function specifying that DITI
should coordinate the use of mixed credit arrangements uatil such time as sone

effective international harmonization standards on this practice are established.

CCI2ENTS ON OTHER REGRGANIZATICN PROPCSALS

The preceding discussion has covered the benefits of consolidatirg the
governnent's trade and investaoent functions and authorities irto a Department

o International Traude and Investment, as well as suggesting sone possible

improvenents to §. 377. ¥We believe that such a modified proposial represcnts
.
the test reorganization option and urge its scoious consideration by the

Congress.

Sponsors of the other altermative reorganization proposals in the Senate and

the Hoi e should be commended highly for recogni.ing the pressing need for trade”
reovgzanization. NMI's relative enthusiasa or lack thercof regarding these other
options can be measured against the objectives of the preferred best alternative

option cutlined above.
Before closing, I would nrow like to wake a few counents specifically on the

Adninistration's proposal which was submitted to the Congress on Septeaber 24,

Mo of the details of Reorganization Plan Mo, 3 rewain uncleanr, and vo 4vill

Sy have to o wee how the plan i~ meve specifically defined ovir the nekt two

ahe or so. However, a proliminnry aoscaanoent of its uerits

and laws can be

Ihe Adeanistrations seorsanicatton pian dovs 1C Opatar duny (npoilane proic.

woves which have plag

this connte; 's ability to conduct ond fuplenent ap effective



288

tradc policy over the past two decades. We sce merit in those clements of the
reorganization proposal which consolidate somc of the Exccutive Branch's currently
scattered trade functions. More specifically, we support: (1) the consolidation
into onc office of negotiating authority over a broad range of international
economic subjects, which will be containcd in the Office of the United States
Trade Representative, (2) assigning the Department of Commcrce a larger role in
expanding American exports through an administration decision to transfer the
Foreign Commercial Service frca the Department of State to Comnmerce and other
rclated functions, and (3) the Administration's commitment to place a stronger
emphasis on improving this country's currently inadequate export performance.
Obviously, the reorganization plan put forward by the Administration repre-
sents a compromise between its desire for an expanded policy role for Commerce
and desires for a new Department or a stronger STR. After reviewing the Administra-
tion's new proposal, however, we are of the view that it does not go far enough
in mecting the necessary objectives of rcorganization which are contained in
S. 377 and H.R. 3859. The proposal puts two agencies in charge of trade rather
than consolidating all responsibilities in a singlc cvabinet department. As a

result, policy and implementation functions are split betwecn a White Housc Trade

Representative Office and a restructured Commerce Department. An even
further division ol authority occurs when Commerce trade responsibilities are
delegated to an Under Secretary, thereby adding a new actor to the process and

meaning that the Sccretary will coatinue to be occupied by a variety of traditional

non-trade matters.

Vitally important MTN follow-up responsibilities are also split between the Trade
Representative and Commerce, so that the negotiators are separated organizationally
from investigators, analysts and other staff support functions. The Trade Representa-
tive is given broader new negotiating responsibilities, but no additional staff to

carry them out. Either these issues will not receive the attention they deserve, or
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else there will again be an awkward reliance on staff controlled by other organizations.
One gets the impression that the reason for separating the trade personnel in this
manner muy have more tu do with considerations regarding the size of the White House
staff rather than economic or good management criteria. We believe that these trade
areas are too important to artificially split policy and negotiations from analysis
and implementation in this manner. Such a division will only be detrimental to the
objectives of sustained, coherent international trade programs.

Several important policy areas also appear to be short-changed in the
Administration's proposal. Export expansion is not given priority attention
in the new organizational arrangement. International investment policy is .
firted within a broadened agenda for the Trade Policy Committee, but no prac-
tical consolidation of authority or functions is accomplished. Even the trans-

fer of overscas commercial officers to the Commerce Department is a

partial measure, s.nce it affects only those officers located in certain foreign
countries.

In summary, we believe that the Administration's proposal falls short of the
prompt, forceful action needed to address the country's urgent trade problems.
In the end, trade authorities and functions still would be split unnecessarily.
We need one strong trade policy leader, who has the full implementation resources
of a unified cabinet department, including the negotiating authority to both
“reward” and "punish." The Administration's proposal does not meet this standard

and therefore is significantly weaker than S. 377.

Conclusion

Mr. Chairman, 1 would like to commend ycu, along with your colleagucs,
for perceiving the urgent and serious task facing this country in the inter-

national marketplace, and for taking the initiative to begin steps aimed at

meeting this challenge. Certainly a reorganization of governnental functions

by itself is not a complete answer to our problems, but it is - iecessary if

not fully sufficient step towa:d their solution.
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RECEIVED
Tne Houoralb:le Abraham A. Ribicoff

Unitcd States Senate gcT 86 L1 )
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Deaxr Senator Ribicoff:

Vhen X testified hefore your Cmnnitte'e on Covernnicntal A ‘fairs
on July 25, 1979, regarding the matter of governmaznt's trade !iunctions,
you rcquested that I send you specific cxamples of buuincss thl»\t Lad
been lost to American companies because of either governmont inter-
ference or a lack of government support.

On the attached list you will find spescific examples takcln from
threc companics —- Ingersoll-Rand, J. Ray McDermott and Fil.
thal you can get similar information from other companics.
Hr. Reginald H. Jones, Chairman of Ceneral Electric, states rc;.:ently
at a government conference that he felt the loss to Czneral Electric
was in the billions of dollars. From the st: :dpoint of Ingersoll-Rand
specifically, I feel that our loss over a five ycar period would be in
the range of $200 - $300 million. !

I Jinow

Also, .1 would like to take this opportunity to clarify ons point
raised during the quesition and answer period following my testimony on
July 25. The NAM proposal as it relates to the Export-Import Bank does
not contemplate any change in the Eximbank Board of Dircctors,’ or its
independent status. I certainly agree that DEximbank is one of the few
U.S. governmznt organizations which currently is doiny a good ljob with
respect to trade policy. The relationship described in NAM's recommenda-
tions sinply is aimed at strengthening the support given Eximtank within
the Executive Branch. Ve believe that Exiwbank deserves better support,
for inztance by a Trade Departmant, in natters such as the recent contro-~
versy over environmental rostrictions on overscas projects, periodic
Congressional budgel deliberations and the negoiiation of multilatevel
agreenonts on export credit financing.

For your information, in casc you missed it, I o ctiachip g a
copy of a recenl story oub of the Vathington Star emshauizing the

confusion that exists in government agencies relating to internafioral
trace.
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eur Senator Ribicoff: o ’l&

Vhen I testificd before your Coanittde on Covernwcntal Rffairs
on July 25, 19792, regarding the matter of governmant's trade gunctions,
you requested that I send you specific cxamples of busincss thl-nt sad
been lost to Amnerican companies because of either governm-nt inter-
fexeance or a lack of government support.

o

On the attached list you will find specific examples takeln from
three companices —- Ingersoll-Rand, J. Ray MeDermott and FiC.
thal you can get similar information from other companics.
Mr. Reginald H. Jornes, Chairman of General Electric, states recently
at a government conference that he felt

rlt the loss to Czneral Electric
was in the billions of dollars. Fror the sti :dpoint of Ingersoll-Rand

specifically, I feel that our loss over a {ive year period would be in
the range of $200 - $300 million.

I lnovw

Also, .1 would like to take this opportunity to clarify one point
raised during the question and answer period following my tcst;imony on
July 25. The NAM proposal as it rclates to the Export-Import Bank does
not contemplate any change in the Eximbank Board of Dircctors," or its
independzant status. I certainly agree that Eximbank is one of the few
U.S. governiznt organizations which currently is doinyg a good [job with
respect to trade policy. fThe rclationship described in RAM's recommenda-
tions sikply is aimed at strengthening the support given Exintank within
the Ezccutive Branch. We believe that Exiwbank deserves b'_-t:tc-'r support,
for instance by a Trade Departmant, in natters such as the recient contro-~
versy over environmental restrictions on overseas projects, periodic
Conyressionnl budget deliberations and the negotiation of multilatevel
agrecenonts on export credit financing.

For your information, in case you nisset it, I o cbiwhlij g o
copy of a recent story out of the Vathington Star emshasizing the

. N . . . . . ) .
confusion that exists in governrent ajgencies rolating to interpational
traude.
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Finally, I would likc to re-cmphasize the importance of itaproved
productivity in American industry to our overall position in world
trade. It is difficult to evaluate the inzidious effect of « multitude
of government progrars and constraints which ultinately sap the will of
corporations and of “people” Lo move ahead to greater achievements and
improved productivity. Too many priorities have been placed ahead of
this. I, personally, don't like to ask for governmeat incentives.
Rather, I would prefer to see governzent disincentives rermoved.

In conclusinn, I again emphasize my personal support and that of
the NAM for a Department of International Trade and Tnvestment, as pro-
posed in the Roth-Ribicoff Bill, with certain moditication., as outlined

in my testimony. I cannot support the two-headed approach proposed by
the Administration, as I fcel that it typifies and continuves the con-
flicting approach we now follow.

Very truly yours,

Chairman

ViLAW/tf
Attachment
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Attachwent 1

EXAIPLYES OF U.6. EXTORT OLSTACLLS

The following examples represcnt a cross-scection of obstacles faced by
U.S. firms in the export market. Tne illustrations can be classified generally
as cither (1) self-imposed govermsant restrictions, or (2) inadequate govern-—

ment support. Items from both categories can be traced to an underlying cause

of neglect -- the low government priority given to export cyp.niios. There hao
becen no firm commitment nor strong trade leader to either challenge policies
adversely impacting U.S, exports, or initiate proyrams to offset the govern-

rent support given to foreign competitors. The U.S. governnent's structure

has short-changed international businzss objectives. No mainline department

is charged with the principal policy mission of strengthening U.S. competitive-
ness i1 world markets. As a result, the yive-and-take between competing and
&t times conflicting policy objectives, U.S. export policy has suffered from

lack of a strong organizational advocate.

1. In early 1378 Ingersoll-Rand lost $8 million worth of compressors for

Acominas in Brazil to a Japanese firm. A major reason for the loss

of the sale was that the Japanese governaent allows the development of
country marketing strategies by consortiums of manufacturers. U.S.
antitrust regulations would prohibit any similar joint planning between
major U.S. companies to decide, for example, which firms would supply
componants for which plant on a rotatiny basis.

Ing2rsoll-Rand was of fered an order from a Swoedish interastional dis-
tributor for scveral comproassors for use ia hospitals in vaietnaa.

dhe ordar was eventually filled hy o Soodisgh napafastures vhon Yrgevasil-
Rand was turned doun in its requesnt to U.S. guvernsent Loy peamnission

to ship this cqguipin=nt.
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In nid=-1977 Ingersoll-Rau?d was neqotiating vith o BEuropean cinapany, with
vhioim they had previonsly done busincss, for $1 million vorth of Rock

Deills for Tragp.  Because of restrictions relating to ULS. anti-boycott

policy Iraq instructed the European huyer not to purchase from a U.S.

company and the order was placed with a Swedish manufectucer.

In 1977 J. Ray licDermotk Co., Inc., stbmitted a bid of appro:zimately

$25 nillion to Argentina for a gas pipzline.  20¢ Conlraci was adacusy

to a French contractor for approxinvitely $5) million. J. Ray McDormott

Co., Inc.'s judgirent is that the worl was awarded to their French

conmpetitor because of paymants which would have been illegal under

U.S. law.

In mid-1977 Ingersoll-Rand was negotiating for $6 million worth of pumps

and compressors with Fluor Corporation for Sasol plant expansion (in-

cluding substantial technology and product duplication furnished by
Ingers»ll-Rand for the original coal converszion plant) in South Africa.
Because of human rights consideratioas, Sasol decidnd not to consider

U.S. nanufactured ejuipment in view of the undependability of supplicrs

to obtain governn2nt authorizations to meet commitmants. ‘The U.S.

government also refused financial support and South Africa then obtained

loans from Japan and France. Although some equipment was furnished by

Am-crican-Jopansse/French licensces, no major equipment voes purchased from
dircet hmerican siource:s.
r

in 5iA-1976 P Corboration had oe oo tax Foe £ et T

H . N : . [N

Africa. Bul since thase were being -ordored by the Sordh “feican nili--

tary, they could not accept the ovdur under U.S. law. Tie only
criference netween thene units and o -ne they wnee @l 0 o '

alve R e atylag

to mricipatities in Soutnn Alvica was the eolur of the peint., In a
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state of enerygency, the runicipal wnits  certainly could bz preempted

by the South African military. Thus, the U.S. governwont's rogulations,
in effect, excluded them Lrom a signilicant volume of e:nport businass,

vith douhtful policy results. The real recult was that the South African

government ordered the units -- $7 million vorth of U.S. jobs and profits

-~ from a German firm.

In eorly 1977 Ingersoll-Rand lost $3 nillion worth of couprussors from

Pemex in Mexico to Italian compatitors. The Italian government and the

Mexican government agreed upon a low intercst loan partially repayable
by barter which was more favorable than the Export-Import Bank vas

prepared to grant.

Babcock and Wilcox Division of J. Ray McDermott & Co., were n:gotiating

vith a Mexican company for $18 million worth of equipmsnt for a power

project. The Exiubank refused to offer financing unless the jlaxican

customer changed the specifications for the precipitator efficiency

from the specified 97% to 98% as required by U.S. environmental

standards. The customer refused to modify the specifications and the

business was placed with a Swedish supplier,

In the fall of 1978 Ingersoll~-Rand planned a private fair in Egypt to

exhibit construction equipment. The U.S. kmbassy in Eyypt vas asked

to send a letter to the Cairo custoins office to gquarantec payrant of

cusloms duties on machinery not re-exported. 4ne local CO.wwee - Ciald

altache replied that pis yuidellies it poiiet Luwioiay vaca o dtoiuc

R
L

unless the trads fair was controllel by oo U0

government. participation. Ingersoll-Rand thus was denied the resessary

letter and was unable to exhibit dts proade el p Covee o) JUilor va.

able to get such a letter {(a foxm letter) frvon the CGermon Frbassy in

Fgypt and therefore was able to exhibit and sell itsg produste sa Peupt
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T ULS. goveramsnl has still done litile in terms of cxhibits, fairs,

ctce. for the U.S. businesuoan in the Peoples Republic of China. Last
ronth Ingernoll-Reed, 27 an Ancricen corporation, had an exhibit in a
British FEnergy Show to geo our corporete prescence advertitved in the PRC.
2ne United States is very late on tnis point and for years we have been
riding on the coattails of our British and Canadian corpanies in Peking
exhibits.

In 1972 Ingursoll-Rand Co, U.S.A.

Jost $2 million worth ©of gas engine
machinery for Petrabras in Brazi) to Ingersoll-Rand Co. Ltd. U.X.
pxiwbank terms wvere not competitive w.th the British teori: which aluo
specified that not more than 7% of the total job could be sources out-
side of the United Kingdom. Althougn it was not a real loss to
Ingersoll~Rand Co., job hours in the U.S.h. werc lost.

In early 1977 Ingersoll-Rand and othor American companies were nego-
tiating with the U.5.5.R. for over $200 million dollars worth of
equipazant for a ges pipeline. Although the negotiations viere success-—
ful the orders were held up and later placed wilh a Europoan consortium

becaute of hunan rights considerations and U.S.A. failure Lo grant

most favored nation statuz to the U.S LR,
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NATIONAL TREASURY EMPLOYEES UNION

Suite 1101 — 1730 K Street, N. W.
Washington, D.C. 20006 (202) 785-4411

October ? , 1979

apuuIcHGng Ayirong
|Plf(r".r’ L L B T ";:.1

The Honorable Jack Brooks el g7 190
Chairman, Committee on

Govermment Operations
2157 Rayburn House Office Building Q3aAI203IA
Washington, D.C. 20515

Dear Representative Brooks:

We thank you for permitting us to submit a statement supplementing
the record of your hearings on Reorganization Plan No. 3 of 1979, the
Administration's proposal to consolidate trade functions.

The National Treasury Employees Union represents 115,000 Federal
workers, including all employees of the U.S. Customs Service. Some of
these Customs workers would be affected by the reorganization plan your
Subcommittee is now considering.

This plan would remove functions relating to trade and revenue
collection from the various agencies in which they are currently lodged
and would place them in & new government agency.

Our union is firmly opposed to the removal of any of the revenue
functions that are performed by the U.S. Treasury Department. The
assessment and collection of revenue has always been a responsibility
of the Treasury Department. To reassign those duties to a new department
would discard 200 years of experience in revenue collection arnd needlessly
disrupt what is now an orderly and overall efficient law enforcement
process.

We have been asked specific questions about our views on the proposed
transfer of function. We would like, with your permission, to have those
questions and our answers added to the hearing record on Plan 3.

1. "What is the basic rationale for the transfer
of part of the responsibility for antidumping
and countervailing duty functions to a new
Department of Trade and Conmerce? In other
words, what short comings of the present divi-
sion of responsibilities between the Treasury
Department and the International Trade
Commission would be corrected by placing a
part of the responsibility in an additional
agrncy?"

National Headquarters, Washington, D.C.

v oRTE.
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It seems to us that whatever shortcomings others have perceived in the
present process would be exacerbated by further division of the rasponsi-
bilities for enforcing the antidumping and countervailing duty laws.

These laws were both enacted to protect domestic industry, and the U.S.
Customs Service was entrusted with enforcement of them pursuant to its role

as the guardian against the illegal or harmful importation of goods and
merchand ise.

Under the antidumping statute, Customs is responsible for responding
to complaints that a shipment of goods from a foreign nation is to be
offered for sale in the Unitud States at an artificially low price. A
foreign country might lower the selling price of goods for export through
subsidies to a manufacturer in an effort to create a market abroad and/or
to stimulate an industry.

After the complaint has been lodged, Customs employees must determine
vhether or not the merchandise is being sold at the fair market value. This
agsessment is an extremely ~omplex one and involves determining the cost of
production in the toreign country and factoring in local economic informa-
tion such as how industry sells its goods, how it determines costs, how its
workers are compensated, and many other matters. Especially in & controlled
economy that does not determine the value of labor or goods ._hrough the
interaction of supply and demand, this "fair market' determination is a very
difficulet procedure.

Once the investigation is completed by che Cur ws Service, the Inter-
national Trade Commission determines whether or not .he impor.ation of the
subsidized merchandise is actually harmful to U.S. industry.

After this research is completed, a recommewdarion is sent to the
Secretary of the Treasury who makes a finding of +iether or not illegal
dumping has occurred. If the finding {s uffirmative, then the Secretary
levies an extra "dumping' duty, which i{s the - wunt by which the mer~handise
falle short of its fair market value.

The legislaticn under consideration by your subcommittee would further
fragment this pro~ess and make it inefficient and unwieldly. It would
separate the processes of assessment and enforcement and in s¢ doing would
undercut both. As it is now, the technical branch of Customs, which inves-
tigates anti-dumping cases, and the employees who enforce the determinations
are in frequent contact with one another and rely upon each other to exchange
information and implement policy. To place the investigative function in an
agency other than Customs would virtually assure mismanagement, lack of
communication, and confusion among those responsible for upholding the anti-
dumping law.

2. '"Whether or not the functions are transferred, how
should antidumping and countervailing duty operations
be structured and staffed to avoid present deficlenc!-s?"
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The 30-called deficiencies in the administration of th.se statutes are
no more than a strict adherence to the laws as they were written. It seems
to us that Congress has already taken a major step toward improving the
deficiencing by streamlining the present procedures which are now in existence.
To then take these functions out of the Treasury Department, which has developed
the expertire to enforce these laws over the years, is tantamount to taking
one step forward and two steps backward.

A more efficient and expeditious way to implement these statutes would
be achieved if, inctead of r:moving the function frca the Treasury Department,
the Congress sought instead to increase the personnel in the Custams Service

who are responsible for enforcing the antidumping and countervailing duty
laws .

3. "If there is & transfer, how would the policy opera-
tion in the new agency interrelate with the basic data
and investigative resources that would remain behind
in the Custome Service?"

As we have stated, it is our belief that the most efficient and effective
way to administer laws as complex as those regulating antidumping and counter-
vailing duty i8 to keep all the related functions in the Treasury Nepartnent.

The U.S. Customs Service has been recorending the disposition of anti-
dumping and countervailing duty cases since .rose laws were passed. It has
developed expertise and knowledge in the area, as well as the practical
ability to implement the policy determinations at the workplace. Customs
personnel at the docks and airports recognize "dumped" goodc as well as
merchandise requiring a countervailing duty. They are kept apprised of new
findings by their colleagues in other branches of Customs.

There are historical and practical reasons for maintaining these
functions in the Treasury Department. But beyond these, there is always
a tendency among groups of people to share information where there is a
community enterprise and a common goal the group is striving to achieve.
Converscly, there is a tendency to develop a rivalry with another group or
organization when functions are divided. Thus, to split the couatervailing
duty and anti-dumping responsibilities between the proposed new Department
of Trade and Commerce and the Treasury vepartment is to invite factionalism
and competition rather than the cooperation and free flow of information
that now exists between the various branches of Treasury that carry out
functions under these laws.

4, "If a new Department of Trade and Commerce is to make
injury determinatfons under Section 337, should it nor
also make injury determinations under the antidumping
and countervailing duty statutes?"
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The short answer to this question is, "No.” One injury determination
is not the same as another injury determination, and there is no effective
rationsle for assigning different kinds of determinat ions to any one agency.
An injury determinstion under the antidumping and countervailing duty
statutes i¢ a necessary prerequisite to a finding of dumping or harmful
countervuiling duty. If there 1is no injury to a United States industry,
there is no dumping and no need for countervailing duty. To suggest
separating the injury determination from the rest of the investigation now
performed by Customs is like proposing that one person bresk the eggs, a
second scramble them, and a third cook them. To put it briefly, dividing
a function such as & dumping investigation into mmerous disparate parts is
to complicate the process unnecesssrily and to introduce the possibilicy
for communications breakdowns and delays.

In summary, our union is opposed to those portions of the Plan that
would remove antidumping and countervailing dvty functions from the Customs
Service which is familiar with these laws and has always administered them.
To fragment their administration between Customs and Commerce is to invite
disruption and chaos in an operation that has functioned well.

Sincerel

s

Vincent L. Connery
National President

SM:VLC:sl

57-408 0 - 80 - 20
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Statement of
The Associated General Contractors of America
Presented to the
Subcommittee on Legislation and National Security
of the
Committee on Government Operations
United States House of Representatives

October 18, 1979

Oon the Topic of

The Reorganization of the Federal Government's
International Trade Functions

AGC is:

b More than 30,000 firms including 8,000 of America's
leading genera) contracting firms responsible for
the employment of 3,500-plus employees;

* 113 chapters nationwide:

* More: than 80% of America's contract construction of
comnerical buildings, highways, industrial and
muniripal-utility facilities;

* Approximately 50% of the contract construction by
American firms in more than 100 countries abroad,
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In presenting the pouitior of the AGC Int ernational
Contractors on the reorganization of the federal government's
international trade functions, it is necessary to examine
not only the functional organization of U.,S8. trade policy,
but the substantive content as well.

In the course of only three years, U.S. contractors have
dropped from first to fifth place in terms of new contracts
awarded in the international construction market. From a
market share of 15% in 1976, U.S. contractors fell to an
estimated 7.9% in 1978. ’

The loss of construction business abroad translates
directly into reduced benefits for the U.S, domestic economy.
Construction contracts typically result in the expenditure of
40 to 60 percent of the total contract volume on U.S. goods
and services, or what we count as direct exports. The job-
generating effects of construction exports are substantial.
The $50 billion of overseas construction awarded to U.S.
contractors in the period 1975 to 1977 equals between 800,000
and 1.2 million Americans employed, applying the formula that
every additonal $1 billion of U.S. exports creates 40,000 jobs.
This does not include the many Americans employed overseas by
the U.S. construction industry.

Enp.. t8 of U.S. construction services create overseas
sales of U.S. merchandise and ensure a spare parts market for
years to come. The initial design and construction of indus-
trial facilities and civil works by the U.S. engineering and
construction industry increases the likelihood that future
plant expansion and development will also be procured in the
U.S. It is in the interest of the nation as a whole that the
U.S. construction industry be capable of successfully competing
in world markets in the future.

U.S. trade policy can be divided into two categories of
government involvement affecting the export industries:
export disincentives and export promotion.

By export disincentives, we mean such impediments to
trade as the noncompetitive taxation of U,S. citizens abroad,
anti-boycott, antitrust and anti-bribery legislation, environ-
mental reviews and human rights policies. Trade has become a
tool for forecign policy purposes, and no accurate figures are
available on the lost export business associated with each new
trade regulation. There is a myriad of unrelated laws and
regulations creating a series o{ stumbling blocks and an aura
of uncertainty that, in turn, produces a chilling effect on
anyone's plans for doing business overseas.
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AGC believes that the trade reorganization should be
accompanied by a statutory requirement which would direct the
designated lead agency on international trade to prepare trade
impact assessments (TIA's) identifying the trade costs of all
major existing and proposed legislative and regulatory measures
affectihg U.S. exports.

We have developed a fact shect on the TIA mechanism,
which we would ask to be entered into the hearing record.

National security and foreigh policy considerations are
today receiving disproportionate attention relative to our
trading interests. Rutherford Poats, of the National Security
Council, has estimated that between $5 and $8 billion of
potential export business is lost each year due to U.S. govern-
ment regulations. This means that export regulations and dis-
incentives imposed byour own government could be re:pongsible
for as much as 15~23% of our trade deficit. One can question
whether national security and foreign policy considerations
should automatically justify losing such enormous amounts of
overseas business.

Poats is bhasing his figures on the results of a major
trade cost study which the government has undertaken in com-
pliance with the President's export policy statement of Septem-
ber 26, 1978. This interagency project, coordinated by the
so-called Export Discentives Task Force, covers 16 discentives,
but does not include a trade cost analysis of the single most
costly and export-impairing disincentive - Section 911 of The
Foreign Earned Income Act of 1978. We believe that an assess-
ment of lost exports due to this non-competitive tax legisla-
tion must be performed.

The government's export disincentives study is presently
classified, and the full particulars are not available. How-
ever, we believe that if this trade cost study is to have any
significant export promoting effect, the trade cost data
associated with the various disincentives must be disclosed
to the Congr :ss and the public.

We rrcognize that national security and fcreign policy
considerations in certain situations must receive first prior-
ity, even if a loss in trade is apparent and inevitable. How-
ever, we must ensure that the trade argument is coherently
presented and empirically supported through a formal mechanism
assessing the lost export business resulting from major export
disincentives., A strong trading posture for the U.S. is be-
coming both a national security and foreign policy necessity.



305

The costs of foregone export business, which ultimately
are borne by the American consumer, must be clearly under-
stood and considered when foreign policy initiatives are
contemplated. The trade impact assessments are necessary
for this purpose. :

We have presented a constructive proposal to deal with
export disincentives, and we can now turn to the export
promotion efforts of the U.S. government. There are two
forms of export promotion: 1indirect or g4eneral trade
promotion and direct or specific trade promoticn.

The indirect or general trade promotion consists of the
traditional work done by the Cormmerce Department and the
commerical officers at our embassies abroad. This is an
important part of the overall effort by the U.S. government

to promote trade, even though the results are difficult to
quantify.

The direct or specific type of trade promotion operates
at the level of actually getting the business, signing the
contract and completing the job. This direct form of govern-
ment promotion is the more important for U.S. contractors
competing overseas. Competitive project financing, competitive
taxations, loan guarantees, performance bonds, political risk
insurance, feasibility finance ----- these are the services
that we need from our government to be competitive abroad.

We predict that no matter how much the government reorganizes
its gencral trade functions, we will experience very little
export expansion unless these specific tools of trade are
identified and substantially improved.

The U.S. construction industry has traditionally been
opposed to the principle of government subsidies to private
industry, but we must concede that in order to be competitive
in the overseas markets, we necd U.S. government policies
and programs which improve our competitive posture.

The export-import bank is doing an effective job given
its limitations; but, it should have substantially increased
lending authority. We need adequate project finance at com-
petitive rates equal to what other governments offer their
construction exporters., With insufficient bank funds, higher
risk construction projects in developing nations must today
compete for finance against lower risk commodity sales or
manufactured goods, with the construction projects receiving
lower priority. We believe that such competition for bank
funding should be eliminated, perhaps by carmarking adequate
percentages of bank funds solely for project finance.
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The amazing fact is that, instead of experiencing a
steady increase in funds to respond to the growing needs,
Eximbank's direct credit authorization dropped from $3.8
billion in 1974, corresponding to an export value of §$8
billion, to a low of only $700 million in 1977 direct
credits, supporting $1.4 billion to export value. The bank
is not expected to exceed its 1974 lending authority until
1980!

Expansion of Eximbank funds and the maintenance of its
present independence is one of the most cost-effective
methods of securing new export business; and, in our opinion,
this requires tripling or quadrupling the proposed funding
level of $4.1 billion for FY 1980. Competitive project
financing is quickly becoming the most important aspect
of a successful bid.

We have talked about the need for direct and specific
trade promotion, of which the proarams of Eximbank are one
example. Rather than take the Committee's time to discuss
additional programs, we would ask that the attached appendices
outlining these suggestions be entered into the hearing record.

The ultimate purpose of any reorganization of trade
functions must be to first, elevate trade policy to a more
appropriate level in the decision-making process; and secondly,
to initiate both general and specific trade promotional pro-
grams deisgned solely to improve our export performance; and
finally, to ensure cross-aqency, cross-legislative coordination
and point responsibility so that one action is not negating
or inhibiting another trade promotion action.

These objectives clearly require the consolidation of
trade responsibilities under the auspices of a single lead
agency and one cabinet-level spokesman, However, we have inter-
preted the current mood in the administration and on the hill
to suggest that something less than a new department is a
more realistic aspiration at this point.

Given this situation, and the fact that we ultimately
support the notion of onc government agency combining both
trade policy and its implementation, we have examined the
various reorganization proposals in an attempt to find a
compromise solution which would provide maximum consolidation
without creating a new department. In our opinion, the
Administration's proposal does not go far enough in con-
solidating trade functions. We are particularly concerned
about the separation of policy-making from the operational
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trade functions, considering that this very sepuaration and
fragmentation of policy and implementation is, in large part,
responsible for our current trade dilemma,

The Gillis Long Bill suffers from this same problem.
However, by creating an independent special trade agency out-
side of the executive branch, and by substantially expanding
the authority of this agency beyond the currvrent responsibilities
of the S.T.R., the Gillis Long Bill, in our opinion, creates
the nucleus for a future single department of international
trade with policy and operations under t.e same roof. Short
of a new department incorporating ¢xisting fragmented trade
functions, we therefore favor the Gillis Long Bill as the most
satisfactory solution at this point.

In this context, we want to emphasize once more that no
consolidation of trade functions will adequately serve the
interests of trade expansion unless accompanied by the statutory
requirement of trade impact assessments a2s outlined earlier.

Finally, it must be clearly understood that the U.S.
construction industry wants the reorganization to generate
a flexible trade policy approach designed to meet specific

industry needs, making it possible for us to expand our exports
in the 1980's.
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APPENDIX 1

International Construction
Division

THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA
1967 € Street, NW. Washington, D.C. 20008  (202) 363-2040

June 26, 1979

PROPOSAL TO DEVELOP GOVERNMENT FACILITY POR GRANT-IN-AID FUNDING
OF FEASIBILITY STUDIES FOR MAJOR CAPITAL PROJECTS OVEISEAS
In response to the incressed use of mixed credits on the part of the
industrialized nations of Europe and Asia in the financing of major cepital
projects in the developing world, and recognizing Eximbank's limited ability
to effectively counteract these practices on behalr af U.S. expoftera. the
following proposal suggests one possible means of iwproving the cnmpetitive

position 2f U.S. companies pursuing such projects.

Nature of Project Feasibility Studies

The key element ian the successful development of large industrial and
civil infrastructure projects in both industrialized and daveloping nations
iv the preparation of the project feasibility study. The feasibility study
identit{es for the project's promoters, owners and financial backers the
economic and social benefits which can be expected to accrue from a given
project, as well as the costs associated with the financirg of the work and
operating the completed facilities. The feasibility study is, in fact, the
primary evaluative tool for proposed projects and is the basis upon which
1np1¢-e‘ntation decisions are made. The costs of feasibility studies vary
from project to project: however, a standard approximation of their costs
falls in the rangs of between 1% and 3% of the total project co.ats. In many
cases, thess costs prohibit a developing country owner from proceeding with

many categorics of low priority, yet financially viable, development projects.
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International contractors interested in carrying out these projects
must then assist such owners in sourcing competitive financing for the
required feasibility studies. This assistance takes several forms, ranging
from governmant-backed credits with low rates of interest, to outright grants
from the bilateral lending agencies of a contractor's country of origin.

*.« villingness of these government agencies to concessionally
finance the feasibility study stems from the increased likelihood that the
project itself will be awarded to a contractor from the same coumtry which
prepared the project feasibility study. This correlation is due to the high
degres of compatibility betvecn'the conceptual framework of the project as
identified in the feasibility study and the follow-on engineering design.
1f standard U.S. technological applications are specified in the feasibility
study, the deaign and construction can be carried out more efficiently by a
U.S. contractor familiar with the applications. Some countries reportedly
will grant the feasibility study if the client agrees to contrsct the follow-
on design and construction with a contractor from the country. The export
cradit agencies of these nations will also arrange project financing for the
project itself, provided that a majority of the procurement for the project

is tied.

Il: the area of integrated, multi-phase ir-vstrial development, par-
ticularly in chemical process, it is the initial feasibility study wvhich
sets the design standayrds for the entire complex. Im such work, the feas-
ibility study is the key to the follow-on business, and the merchandise
trade which accompanies such projécta is a lecading source for new orders

of capttal arid manufactured goods.
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While Bximbank is cmpowersd to respond to such mixed credit cowpetition,
budgatery limitations prohibit them from cfﬁcunly counteracting thess prac-
tices (total lsading authority, $3.6 billion for FY 1979). 1n short, the Bank
has limited .funding available for grant or concessional financing operations,
and {9 also di:mtod by statute to be self-sustaining and tharsby cannot afford
to engage in concessional financing to any major exteat.

With the exception of the loans and grants made under the Security Sup-~
porting Assistsnce program (S8SA), the Ageacy for International Development
(AID) has dramatically reduced the levael of AID financing for capital pro-
Jocts. AID's lecision to gst out of the construction business is consistent
wvith the Nev Directiocns program emphasizing basic human needs (BHN) rather
than the “trit;.klrdovn" theory of capitsl-intensive development. The office
of hi..dmrub).e Services (R3) 1: AID has funding available for feasibility
studies, but the level (approximately $3 million) is not large enough to meet
the competitive needs of the industry.

Consequently, U.S. comtractors competing for major capital projects in
developing nations are a: a dacided disadvantage due to the lack of an ef-
fective export credit/fcreign assistance facility. Due to the substential
trade benefits associated with these projects, both in terms of initial pro-
curement as vell as the follow-on spare parts market th;y create, the following

proposhl is offered for consideration.

Exisbank /AID Co-Financing Facility for Feasibility Studics

A U.S. contrsctor pursuing a project in a developing country would ap-
proach the Ministry of Planning qnd map out the basis of the project and reach
an agreement on the preparation of a fcasibility study. The contractor and

the client would then apply for financing under the proposed facility, which
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would involve a short-term Eximbank credit at the official rate, to be repaid
by a grant-in-aid funding from AID. The Bank would, in effect, be extending
fully guaranteed short-term credit to the client for the feasibility study
snd thereby experience limited budgetary impact; AID would be supporting the
foreign ~ntity with a grant to repay the foreign exchange costs of the feasi-
bility study. The feasibility preparation would involve, to the greatest axtent
possible, the participation and training of the client country nationals and
would, therefore, be consistent with AID's BHN criteria, The 1likelihood that
AID's participation in the feasibility would eveatually lead to a major capital
projcct with probable U.S. participation might necessitate the channeling of
the AID funding through thc Security Supporting Assistance program, dus to
its aforementioned construction emphasis. The SSA wonjes would be drawn from
a ready fund approximating an appropriate percentage of the SSA annual budget
(1-2%; SSA auvthorirations for FY 1980 are approximstely $2 billion). During
the preparation of the (easibility study, alternative sources for project
finance would be identified, making possible use of existing Bank programs,
the private capital markets, or, 1f the project warranted, future SSA author-
izations.

The project would then be put out to competitive bidding or negotiations

and would be tied to U.S, procurement to ensure the desired trade cffect.



312

APPENDIX 2

International Construction
Division

THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA
1957 E Streat, NW. Washington, D.C. 20006 (202} 393-2040

POLITICAL RISK INSURANCE FOR
OVERSEAS CONSTRUCTION CONTRACTS

The volume of work performed abroad by the U.S. construction industry,
which very materially improves our presently unfavorable balance of trade,
could not be obtained if it were not for the political risk insurance which,
in the past, hauv been provided by the Overseas Private Jnvestment Corporation.
Furthervore, this volume could be increased if the political risk insurance
program is improved.

AGC does not favor one agency over another to provide political risk in-
surance for overseas construction contracrors, even though our five year ex-
parience with the program under the Overseas Private Investment Corporation
was viewed favovably by the industry. Houwever, the country per capita income
and company sales volume policy limitations adopted by the OPIC Board of
Directors in September, 1977 drastically reduced the availability of the pro-
graa in several key construction markets, and thus materially reduced its value.
Recognizing the incowpatibility of OPIC's developmental objectives with the
export assistance requirements of international contractors, AGC recommended
to the Congress on March 16, 1978, during the consideration of the U.S. Export-
Import Bank legislation, ‘that the program be transferred to the Export-Import
Bank.

Following AGC's testimony, the report of the Committee on Banking, Finance
and Urban Affairs included a recommendation for the development of a Construction
Services Insiurance Program at the Bank. During the process which led up to the
actual transfer of the program on July 1, 1978, ACC contractors participated in
a series of meetings with Eximbank staff concerning the program and its composi-
tion. On April 25th, AGC provided the members of the National Advisory Council .
(NAC) with a memorandum outlining the nature of construction exports and the
specific areas of exposure in a typical coanstruction contract.

On June 9th, the Board of Directors of the Export-Import Bank were presented
with a final program proposal, and it was unanimously adopted.

Since the adoption of the program by the Export-Import Bank, approximately
30 project registiations have been filed. However, due to the low awards ratio
for U.S. contractors overseas, only a small number of policies have been issued
to date, Tha low award ratios reflect the overall noncompetitiveness of the
U.S. construction industry in the international markets, and do not relate to
the program or to the Bank's administration of it. However, there are several
features of the program as presently administered which do not further the ex-
port promotional intent of the Congress, nor adequately address the needs of
the U.5. construction industry.
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The requirement by the Bank for an investmeni guarantes bilatcral agree-
ment betwveen the U.S. government and the foreign government in sdvunce of 1is-
suing coverage for a project has limited the avatlability of the program in
several major markcts. The program proposal approved by the Board of the Ex-
port-Import Bank cailed for the following policy with respect to the bilateral
agreement eligibility requirement:

(1) Eximbank should utilize the OPIC bilaterals to the extent
that they are available.

(2) Othervise, Eximbank should obtain satiafactory evidenca that
the host government has approved the project and that Eximbank
would be recognized as succeeding ro the rights of the guaran-
teed U.S. firm in the event of the payment of a claia by Eximbank.

From everything we can gather about the Bank's administration of the pro-
gran to date, the emphasis has been placed on the first recosmeadation, and
they have effectively adopted the OPIC country list. Consequently, the counrry
exp:insion of the prograa of the Bank has not occurred. The Bank's counterparts
in the couatries of Europe are offering similar coverages to their respective
construction industries on an unlimited country basis, and they are doing so
vithout the benefit of rights of subrogation or arbitration agreements.

Therefore, we rucomeend that the Bank be directed to expand the availabil-
ity of the coverage in a manner more responsive to the competitive needs of the
U.S. construction fndustry.

07/25/79
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APPENDIX 3

International Construction
Division

THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA
1967 € Street, NW. Washingron, D.C. 20008  (202) 393-2040

KHEMNORANDUMN

June 20, 1979

TO: Members of the Bilaterml Subcommittee of the
Dev :opment Coordination Committee

FROM: George E, Stockton, Director of International (bnstructiq?@.

SUBJECT: Code 941 Competition in the U.S. AID Program

“he Associated General Contractors of America and its 113 chapters
nationwide is comprised of approximatcly 30,000 f.rms, including more than
8,000 of the nation's leading general contracting companies that perform
more than $100 billion of construction annually, AGC members also perform
approximately 50X of the contract construction by American firms in more
than 100 other countries. .

ACC members have long recognized and actively supported the vital role
carried out hy the Agency for Intemmatlonal lLevelopment (AID) in assistiog
the poorsr nations Jf the world in their respective development programs.
Over the last several years, AlD-financed construction projects have contri-~
buted substantially to the demard for U.S. construction services abroad, and
U.S. contractors have accomplishud a highly satisfactory perforaance record
within the AID program.

It 18 our belief that such direct bilateral assistance is a far more
effective means of implementing U.S. foreign assistance policy than is the
multilateral altermative. Bilateral assistance ensures a greater degcee of
control over the end use of foreign assistance appropriations and tends to
minimize the negative impact on our trade accounts from the outflow of capital
through the tying of procurement to U.S. source and origin. The economic re-
turns accruing from the U.S. AID program should not be discounted, particularly
in light of the present environment of budgetary austerity.

0:1 the issue of non-U.S. bidding eligibility on U.S. Government-financed
construction projects abroad, AGC has adopted the following policy:

YAGC believes that all construction and engineering
projects in foreign countries, financed in whole or
in part by any agency of tha U.S. Government, be lim-
ited to bona fide host country coastruction and engi-
neering firms or bona fide U.S. construction or engi-
neering firms or a combination thereof."
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With respect to Code 941 procuremen” policy, we recognize and acknowledge
the greater developmental considerations supporting the principle of untying;
hownver, we object to the policy for the following ressons:

(1) Inequitable distribution of benefits among Code 941 nations;
(2) Unfair nature of Code 941 ADC competition; and
(3) Discriminatory impact on U.S. small business.

In the following consideration of Code %41 procurement, ve have confined
our comments to the effects of the policy on the U.S. construction industry.
We have done 30 bacause competition in the construction program differs mater-
1ally from that in the AID programs devoted to the procurement of cosmodities
or food. Unlike the intermational commodity and food markets, which are rela-
tively open, competition in increasing sectors of the global construction mar-
ket is becoming closed due to the introduction of export subsidies and non-teriff
barriers by principle trading nations, including several Code 941 advaanced de-
veloping countries (ADC's). Therefore, as we intend to illustrate, Code 941 pro-
curement policy creates competitive distortions which uniquely and disproportion-
ately impact the U.S. construction industry.

JINEQUITABLE DISTRIBUTION OF BENEFPITS AMOFC CODE 941 NATIONS

We understand that Code 941 procurement policy was developed during the
early 1970's, and reflected the Nixon Adainistration's belief that the untying
of AID procurement to qualified Code 941 countries would accomplish a more
equitable distribution of benefits of U.S. foreign assistance. Thera is evidence
that the various benefits intended to accrue to the Code 941 nations through the
untying of AID-financed construction projects, such as training, capital forma~
tion and eventual self-sufficiency, are not being shared equally among eligible
nationas. In fact, an analysis of Code 941 participation in the AID construction
progran indicates that the policy has accomplished little more than a skewing of
the benefits to a very small number of ADC nations. Since 1973, five major cone
tract avards totaling $66.3 million have gone to Korean contractors; and Korea,
India and Taiwan have also been major suppliers of equipmen? And material ~- .
current estimates of these sales are put at $25 million per year (for breakdom,
see Appendix A), .

While the success of the Koreans in the AID program might appear substanti.l,
it is insignificant when compared to their 9verall accomplishments ia the global
development markets, particularly in the OPEC nations. In 1978, Korean overseas.
contract volume topped $6 billion, and projectious for 1979 are in excess of $10
billion. Several other Asian ADC mations, including Taiwan, the Philippines and
Thailuhd, are also following the Koreaa overseas construction wmodel (see Appendix
B). The $10 billion projection for Korea, which is almost three timus the total
AID outlays for FY 1980, suggests that they are no longer in need of the U.S. tax-
supported AID construction program.

It has been suggested that continued Korcan participation in the AID program
is necessary due to a waning interes: ou tha part of the U.S. and other Code 941
contractors., We submit that this waning interest comes about as a direct result
of Korean bidding eligibility. For many of the reasons identified in section 2
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of this paper, bcch the U.S. and Code 941 contractors have learned that com-
pering against a Korean firm is not worth the cost of bid preparation. This
dominance of the AID program by the Koreans reflects a level of capability
which dramatically exceeds the Code 941 norm. The guaranteed cffect of con-
tinued Korean eligibility will be the denial of opportunity to 8 more deserving
category of nations.

This widening gulf of opportunity between the ADC and LDC nations was a
recurring theme during the fifth meeting of the United Nationa' Conference on
Trade and Development (UNCTAD V) which recently concluded in Manila. The di-
vision and frustration which characterized the proceedings prompted a member
of the U.5. delegation to comment: "The advanced developing nations sooner
or later must recognize that less preferential treatment for them would mean
more benefits could be passed on t¢ the least developed countries." (Sez Ap-
pendix C).

Recommendation ~ We submit that a reevaluation of the eligibility of certain

ADC Code 941 natlons is tantamount to the meaningful implementation of the
AID program, not only from the standpoiut of U.S. participation, but also for
truly qualified Code 941 countries as vell. '

UNFAIR NATURE OF CODE 941 ADC COHP.ETITIOE

The aforementioned success of the Koreans and other developing Asian nations
has not come about without vigorous lavels of support from their respective gov-
ernments. These supports vary from country to country, but typically take the
form of lenient tax treatments, outright financial subsidies, goverunment control
of competition, recruitwent and training of labor, and restriction of labor sup-
ply (see Appendix B). The Korean example js the most visible and by far the most
effective of the subsidy programs, and we will therefore confine our comments in

- this section to Korea.

In the aftexmath of the 1973 oil embargo, the Korean government became com—
mitted to a program of export expansion to meet the rising cost of energy. The-
most efficient forpula was soon identified to be the export of construction and
engineering services to the OPEC development markets. While serving a brief ap-
prenticeship as labor and trade subcontractors to U.S. and European contractors
in the region, the Kureans proved to be a quick study in the categories of build-
ing construction and civil works. Subsequent joint ventures with Western contra.-
tors eventually led the wey to prime and turnkey contracts for sevcral emerging
companies, It was at this point that evidence of government support and out-
right control emerged. During this period, the Korean construction indus-
try wad undercapitalized snd under traditional competitive procedures would have
found it impossible to post the large bank guarantces (on-demand letters of credi:
required for bid, performance and advance payment bonds on jumbo Mideast contract
tendered during 1975 to 1978. However, the Korean exchange bank interceded on th
behalf and posted unconditional counterguarantees to Western bank-led syndicates
providing bank guarantees for Korean contractors., (A list of these major syndica
guarantees is attached, as vell as a telex from Citibank, Seoul confirming the
counterguarantce mechanism on one of the syndicatesn - see Append,fx D).
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Further svidence of government control over its contractors became in~
ecrcasingly apparent, particularly in the arca of export permits, As a par-
ticular project would near the tender stage, contractors in the region would
often enter into joint venture relationships with foreign counterparts iu order
to minimize the risks associateld with the project. In several documented cascs,
U.8. contractors had cntered into joint venture agieements with Korean contrac-
toxs. However, they soon found that their partner was no longer interested in
pursuing the work after another Korean contractor became prequalified to bid
the same project as a single entity. When pressed on the issue, the former
partners revealed that their government had denied *hem a permit needed to
secure ths necessary bank guarantees required to bid the particular job.

In a meeting between a Korean constiuction delegation and the AGC, held in
Washington on October 23, 1978, the AGC officially protested this practice on
the grounds that it was anti-competitive. Mr, Park Sung Bak, Director of the
Oversess Cooperation Bureau of the Korean Ministry of Construction, responded
to the protest by stating that the Government of Korea felt that such restric-
tive procedures were necessary in order to avoid "ruinous competition between
Korean firms." (Ses Appendix E), During the same meeting, AGC questioned Mr.
P.rk about the govarnment's restriction of the uss of Korean labor to Korean

firms. This practice was also confirmed and defanded as being ricc'esury to
avoid labor shortages at home. This involvement on the part of the govern-
ment is augmented with several other programs designed to improve a Korean
contractor's export competitiveness, such as s 50X corporate tax exemption,

8 total income exclusion for expatriate workers, and a five-year tax holiday
on exported construction materials. The government is alaso involved in the
recruitment and tratning of overseas construction labor, and has reportedly
converted several military bases into training centers. Korean Army regulars
are also offered early discharges if they sign up for overseas construction
projects (see Appendix F).

There is also evidence that the Korean government supports bid collusion
among certain segments of its construction industry. Under what is reported
to be direct government supervision, approximately 30 Kore .1 contractors have
formed the Korean Overseas Construction Corporation (KOCC). KOCC's formulas for,
success (present contract volume in excess of 51 billlon) involves the collective
pursuit of work, including a central bidding office which farms out various por-
tions of a project to individual members of the association upon receiving an
avard. KOCC in turn charges a fee of 1% of the net profits for its services.

The «ffect of these procedures has been the dramatic ascension of the
Korean cons : tion industry from obscurity to global leadership in the short
span of six - - rs. Competing against the Koreans on certain categories of work
has bekome futile; and on many recent projects, the competitive field has been
comprised entirely of Koreans (as was the case on the AID~financed Jordan Valley
Projects). There are also reports frcm the field that the Koreans are now raising
their prices after gaining la-ge segments of the market, suggesting that earlier
projects masy have been dumped. We are presently gathering data on pruject awards
spanning the 1975-78 period to determine if there exists hard evidence of dumping
trends or patterns. .

Recommendation - We suhuit that the subsidization of Code 941 snurce contractors
by their governments is inconaistent with free and fair competition in the AID
construction program, and we recommend that AID terminate the pruocurement eligi-
bility of any nation found to be engaging in such practices. :

57-408 0 - 80 - 21
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DISCRIMINATORY IMPACT ON U.S. SMALL BUSINESS

As the Administration continues to examine ways to improve our trade per-
formance, considerable discussion has centeved on the neccessity of increasing
the involvement of U.S. small busineas in the export markets. Procurement under
the AID program constitutes an ideal entry vehicle for smaller firms i{n that the
tied nature of the program serves to insulate these companies from the highly
competitive. field of International bidders. Upon penetrating a given market
through AID-financed work, U.S., exporters may then, at a much lower operating
cost, explore additional regional opportunities. However, if the Lresence of
government-subsidized competition in the AID program persists, there will be
limited or no opportunity afforded U.S. small business.

This commercial perspective of the AID program would recognizably lack
support in the purcly developmental context; however, the consistent and in-
creasing use of mixed credits on the part of the principal trading nations of
the world lends credence to this argument. U,S. exporters are facing bidding
situations where foreign counterparts are providing export financing which in-
cludes varying porcentages of grund-in-aid or highly concessional interest rates.
Eximbank is not empowered, in any ef ‘ective sense, to respond to such aixed cre~
dit competition, and therefore; measures should be taken to ensure a substantial
U.S. trade effect in our existing foreign assistance programs.

Recomnendation - To better serve the intereats of the U.S. small business com—
wunity, AID should reevaluate the cligibility of subsidized ADC nations and
endeavor to aubstantially increase its efforts in publicizing upcoming tenders,
wvorking in closer liaison with the export promotional offices of the U.S. De-
partment of Commerce an' the Smail Business Administration.

Artachments
GES/cec
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APPENDIX A
NEAR EAST BUREAU Contracts by Code 941 firms (Korcan only)
Pirm Project’ Loan
Jordan '
1. Shin Seung (Korean) Jordan Valley Village $14 wil.
. Development (Buildings)
2. Cho Suk {Korean) East Chor Canal $10 wil.
3.. Cho Suk (Korean) Zarqa Triangle Irrigation $§ 4.5 mil,
ASIAN BUREAUY ) Contracts by Code 941 firms (Korean only)
Indonesia o . Contract Amt.
1. Run Dai (Korean) Djakarta-Bogar Road §33.2 mil.
Bangladesh _ .
1. KDC (Korean) Ashuganj Fertilizer $ 4.6 mil,

NOTE: Vinnell (U.S.) bid against KDC on this contract and last.

¥orca, Tajwan and India have been major suppliers of equipment and materials
on AID funded work through Code 941 eligibility, Current estimates of annual
Code 941 sales are put at $25 million per year.
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nvasion of the Middle East

A lormidable new competitive force has

put a whole new look on international

construction in the past few years.
International construction has become

32)

ing, and it varies, country to country. In
an effort 10 size up the si as @t

Takeo Atsumi, president of 0CA) (and

appears today, ENR visited the Asian
countiies from which the large and grow-

8 significant source of i , & balance-
ol-payments factor, for oil-buying coun-
tries around the world. For some develop-
ing countrics the use of construction to
recapture  petro-dollars has become a
matter of national policy. *

Anwrican, European and Canadi
companies, which once dominated third-
world construction, have had Japan to
compete with since its firt forays into
foreign reparations projects followirg
World War 1L .

Now, the US.,, Europe and Japan
have o compete with Mideast companies
working beyoad their national borders,
with occasicnal Russian, Yugoslavian and

ing comp comes.

Japan
Populatin: 113 millnn
Crus Dimwstic Prokst: 5553 billion
Per Capita Income: $4,960

It is usefnt 10 Jook firsc at Japan. Asia’s
mont highly industrialized nation, it has
been building abroad 25 years.

A decade ago, Japan's giant firms—its
Big Five—were variously involved
abroad and ready for a bigger push (ENR
12/11/69 p. 36).

Their work then concentrated in

other eastern bloc venturers abroad, and
most recently with the entry of Brazilians
into big-league overseas contracting.

But ihe 1oughest new contenders in the
fight for construction contracts in the
Mideast, where most of the new business
concentrates, are [rom Asian countries —
developing Asian countries.

Their impact on international con.
. struction is strikingly apparent Lut difii-
* ewlt to quantily, for it is constantly chang-

S
p,«%%zég

Southeast Asia. Taisei Construction Ca.
alone among the Big Five had a Mideast
office —in Lebanon.

Today thece are 60 members of the
Overseas  Construction  Association of
Japan, Inc. (0caji). A list published this
year of their overscas contracts totaly 46
major jobs—almost half of them in
Southcast Asiz, with Lirge concentrations
in Mataysia and Singapoee. Tiut there is a
shift —certainty in the doilar volume of
work—toward the Mideast.

ol e

o vk B

Thoy do quality work and look o joint venture on the more saphisticatad projects.

hai of Kajima Corp.), says associa-

tios, members’ pre-1974 foreign volume
doubled in worth by 1975 with the oil
price rise. Growth hag berr. constant ever
since. By 1976, the dollar valume of
Japanese contracts in the Mideast out-
sripped the volume in Southeast Asia.

According 1o Atsumi, by 1977 Japa-
nese contractoss were doing about $3.9
billion overseas, 49% of it in the Mideast,
36% in Southeast Asia. .

In the Mideas, lran accounted for 34
Japanese contracts valued at 2 total
$235.9 million; lraq, 20 contracts total-
ing $202.3 million; Kuwait, six jobs
worth $56.5 million; Qutar, 11 worth
$26.3 million; the United Arab Einirates,
five worth S51.3 millin; Egypt, mine
worth $127.8 million; 2nd Saudi Arabia,
16 worth S189.€ million,

Limits on growth. The Japanese, with
their $1.9-billion toual of wark in the
Mideast were not highet anong the
world’s leading competitors there in
1977. In fact, they are sunning a poor
second to tieir neighbors across the Sea of
Japan, the Koreans. “The Mideast is a
difficult market for the Japanese,” says
Atsumi.

They suffer language problems over-
scas; relatively fesv of them use a second
Ianguage well. They alwo suffer the same
high labor costs that impact Americans

and Europ king it ic to
take many workers abrosd.
Unable to pete with the cheap

labor contractors, they've seen their
steady early growth of Mideast busidess
slowed. They look to future high-techno-
logy projects as the best place to
compete. Ausumi cites as an example
Jupan’s great stiength in seismic design—
and Jran’s earthquake problems.

Taisei Corp., long a leader among
Japanese builders abroad, has 10% of its
current backlog in overseas work, almost
§500 million worth. But according to
‘Taisei president Hideo Su jasawa, their
work has concentrated in such relatively
high-technology projeats as a powerplant
in Iraq and a steel mill in Qatar for
Japan's Kobe Steel. (On the sieet mill
Taisei subcontracted to Koreans.)

Comtruction, receruly as much as 20%
of Japan's GNP, has suflered domestically
along with the rest of the economy. Big
construction companics, sceing their prof-
its squeczed Ly a low rate of cnpisal
investment, look ta the government to
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. . . competitors frorl. " leveloping countries

rigrer the economy with its 1978 boms of
30% in public works spendi

They also keep looking nl::ad—and at
“the remarkable 3" of the Kor-
eans. For a while, when Korcan labor
rates were 40% of theirs, they looked for
Koreans as subcontractors. But now, says
Taisci’s Sugasawa, Korea'’s rates are up
10 20% of Japan's; and the Koreans arc
precluded by their government from
subcontracting where they can compete as
prime contractors instead.

Next April 21-22 (tentatively) ocagt
will host in Tokyo a third annual meeting
with the Overseas Contractors Association
of Kerea. OCAJI president Atsumi says the
two groups have been close and have
enjoyed “a great deal of cooperation.”

But the neement out of flast

s ineeting that Japan's high techno-
would be joined with Korea's skilled
manpower apparently hasn't amounted to
much. The Korean. will meet again with
the Japanese, but they slso led

abroad —all but about 5,000 of them in
the Mideast and almwox all of them in
comtruction. (Sce “The Korcans are
coming!™ £xr 3/31/77 p. 16).

With skilled, hardworking manpower
s stock in trade, Korea’s construction
industry captured $3.5 billion in overscas
contracts in 1977, set S4 billion as its
target for 78, and passed the $G-billion
mark at midyear. The 1979 goal s §:0
biltion.

“This means that in five fast and furious
years of competing abroad Korea is now
wel: ahead of Japan. And its §3.5 billion
in foreign comracts in 1977 —virtually all
M:A, H H .' wi‘h
contrac-

—compared impr

$6.1 billion worth woa by US.
tors in the Mideast that year.

Korea may be the ~ily witen in
history to have a cortruction indv.try
with 70% ol its volutne overseas—this
despite a domestic construction boom
that's keeping pace with an economy with

abread last month to meet with Cana-
dians and Americans, whose management
skills as well as technology they appear to
prefer as more marketable.

For the purpose of this survey of inter-
national constr- ction's Asian competition,
therefore, it is logical to look first at
Japan, as the oldest in the field, the most
highly industrialized. But Japan is not
|hs_l9.\15_r_._‘ Korea is.

Korea
Populction: 35.9 million
Grass Domestic Product: 525.3 billun
Per Capita Income: 5495

The Koreans pictured on ENR's cover
this week are learning to be welders.
They are paid by Hyundai Construction
Co., Lid., to learn welding and another
related wrade by going to school six hours
& day lor three months. It's only six hours
& day because the school runs two shifts.

Alier three months of schooling, these
workers Jeara on the job in Korea for
three more months. Then, they are ready
to be sent to the Mjdeast, where many
observers rate the quality of Korean
construction as the best.

Hyundai teaining schools preseatly
have over 1,500 students enrolled and
will turn out about 5,000 in a year. And
Hyundai, Korea's largest constructor, is
but one of dozens of companies working
overzeas required by government decree
to teain a2 least some of the manpower
needed 10 stafl their overcas work,

Ry the end of this year there will be
70,000 to 80,000 Korean workers
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growth d at 14% this year.

Government support. A Mininry of
Construction watches over it all, policing
and promoting. Construction exports
have become an integral part of Korea's
cconomic development, its balance of
payments and therefore its foreign policy.
Mideast construction alone more th-n
covers the cost of oil imports. /nd,
increasingly, constructors are ventu ing
into lands where Korea Jacks but wints
diplomatic 1 elations.

Korea's exports next year will towsl
about $20 billion and half of that will be
construction.

Apart from their work in South Viet-
nam in the '60s, it all started abroad for
Koreans in 1973 when Sam Whan Corp.
won a S24-million picce of road work
between Jeddah and Khamis Mushayt, a
Jjob that wound up costing §30 million
and probably cost the Koreans money.

In those days, according to one Saudi
hand, “the Koreans bailed out the Corps
of Engineers” by bidding near il not
under its estimates, when Americans and
others were bidding well above.

Try 4 w get Americans into the
picture, the Corps at the time encouraged
joint ventures, and Sam Whan found De
Matteis Construction Co., New York
City, for the 5206-million National
Guard headquarters buildings at
Riyadh.

Koreans have been taking hundred-
million-dollar jobs ever since—most of
then lately as pritne contractors.

Sensing now that much of Saudi’s civil
works program is done and seeing much
more architectural and sophisticated in-

( arial work ahead, Kazcans ace mow
atively uglung American joim ventures
in the Mideant (while being wooed w0
Jpint venture with Canadians anywhere
in the workd). )

Organired eHert. Korean Overseas
Contraciors Asrociation (KOCA) executive
vice paesident ). 1. Chung lists 122
companics licensed by the government to
worl. overseas under an Oversess Con-
struction Prometion Law. Eighty-five are
construction contraciors and 80 of those
sctually have work abroad; six are
consulting engincers; eight are in elecui-
cal-telccommunications areas.

XOCA recommends contractors for aver
sexs licenser and then the Minisay of
Construction has a hand in deciding who
qualifies for a specific project abroad. All
who are licensed are capitalized to at Jeast
$20 million. KOCA categorizes them as to
their financial capability, then, just as
contractors anywhere, they must qualify

“icr and buy bid and performance bonds.

‘The big difference is that it’s 2 govern-
men' bank whose guarantee is needed.
The government therefore can control
who bids any given job, can prevent more
thar. one Korean firm from competing for
a g ven job, and can prevent subcontract-
irg or joint venturing where it would
rather see a Kocean as prime contractor.
Bank guarantees, onve granted, are as
good as the credit of the government.

With this kind of backing, Hyundai,
the giant conglomerate of which construc-
tion is the largest part, went from No.
278 to No. 98 Jast year with the biggest
growth of any on FORTUNE magazine’s
ranking of non-U.S. corporations.

Miryung Construction Co. has boomed
from i beginnings as a bus
with a small construction arm.

S g Co., huge
turing conglomerate, is only now building
and Nexing its construction muscle, having
scquired Shinwon Construction and De-
velopment Co. Ltd,, fast July

The biggest, in order, after Hyundai
include Dong Ah Construction Co.,
DaéLim Industrial Co., Sam Whan, and
Chin Hung International.

Ganging up. And when no one of these
companies is |ig enough 1o take the risk,
Korean Overscas Construction Corp.
(xocc) can move in. This is a private
corporation formed by 36 top Korean
contractors. When Kocc bids and wins a
contra<t (it has won over 1 billion worth
since 1975), it assigns or subcontracs the
wark to one of its member companies and
takes 1% of the proceeds from the job.
This money covers coms of hidding other
Jobs and prospecting for work in more
risky areas, such as lraq or Nigeria.

| sl 4

1
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The only apparent brake on i, .
Korean construction jusgeraaut is its uki.
mate limit on manpuwver~particularly

gineers and gers. struction
labor is already approaching short sup-
ply, and the government reuricts its use
abroad 10 Korcan companies.

One industey sourc. in Scoul told £xRr
that Korea can't possibly double its wver-
seas work, a3 projecied, without spread-
ing its managers too thin. “Thus the inter-
et in juint venturing with Americans oe
ohers who will help them develop
managers.

Over 30 colleges in Korea weach engi-
neering and they are now jammed with
students (42 students per professor,
compared to 10 to | in the US), all
looking to carn big money abroed. By vne
estimate there are 40,000 graduate engi-
neers, but 100 many of them are 100 new
and inexperienced for overseas duty.

To help fll the need for managers and
highly trained executives, Chung-Ang
University in Seoul has already put 680
men from 60 companies through an over-

- 3cAS construction managers program—a
200-hour after-work course (CPas, speci-
fications, legal, shipping, Arabic)— flunk-
ing out anuther 150. Top executives get a
30-howr course, concentrated into one
Friday-to-Monday weekend.

As X0Ca's Chung says, summing it up:
“We have entreprencurial spirit, good
labor, high produciivity and government
support.”

Seill in a state of war, South Koreans
are = serious people. They smile a log, but
they mean business.

Taiwan
Pupnletion: 16.1 milhon
Gress Domestic Product: $17.3 bitlon
Per Copita Income: S800

Stephen . Bechtel, Sr., in Seoul on his
company’s business earlier this fall. wld
ENR: “These people [the Koreans) and
the Taiwanese are the hardest working
people in the world.” He was referring
principally to domestic construction in the
1wo countries, but th description applies
as well to their work abroad.

Americans in the Mideast rate Taiwa.
. nesc close 10 the Koreans in productivicy
end quality of work; Koreans rate the
Taiwanese ay major competitors.

The principal Taiwanese eompetitor
company is Ret-Ser Engincering Agency
(RSEA). Ret-Ser means Reticed Service-
mer.; and KSEA, formed 22 years ago by
the goverament 1o provide training and
¥bs for veterans, still has over 7,000
armed furces veterans among its 12,100
employees. About 1,600 are enginecrs.
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Hiall of msea’s work curremly is over- ( . the ather 10 Bin Ladin, both hg Saudi

seas, and most of that s in Saudi \rabia.
Starting there with feeder ronds and
moving into highways, airports and
enshore and offshore naval facifidies, the
company has cuntracted for S620 million

worth of over the past three
years, the largest of them in the $200-
million range.

The company has an oflice and wo
highway gojem in Jordan, and its presi-
dent, H. C. Yen, looks toward working in
more places, ircluding the United Arab
Emirses.

Second in size ameng Taiwan's con-
strustors - abroad is T TS Engineering
Corp., which won its first Saudi Arabian
job—Jeddah sewers—in late 1975 By
1976 it was bidding and winning jobs in
the $40-million to $50-million range.

pEs has succeeded in contracting to
build industrial parks designed for Saudi
cities by Sinotech Enginecring Consul-
tants, also of Taiwan.

Taiwan Power Co. has the S153-
million contract on a regional electrifica-
tion project—-a job on which the Saudis
rejected high European and Japanese
bids.

New Asia Consteuction & Develop-
ment Corp., among the leaders in domes-
tic construction in Taiwan, has 2 Jeddah
office 1nd a job to build an office building
there for the Saudi contractor REDEC.
Earlier it set up a prestressed concrete
plant in Jeddah for RsFA.

Taiwan is a relatively high technology
Asian country with engineers and con-
structors experienced in industrial plants,
nuclear fagilities and reRneries, as well as
heavy, civil works construction.

As 3 nation, however, Taiwan is
limited in the number of countries with
which it has diplomatic relations.

Philippines

Poprdesiin: 43.8 millnn

Gmis D anestic Prwtuct: $17.5 billmn

Per Cupitn Inowme: 3323

Filipino contractors are running to
catch up with the Koreans. But by their
own estimate they are at least two years
behind. They lack the organizational
unity and government support one sees in
Seoul.

There are a few large Filipino contrac-
tors and same smaller ones now in the
Mideast. but they are still at the stage of
working as subcontractnrs, Construction
& Development Corp. of the Philippines
(cnep) is Southeast Asia’s biggest con-
tractor and is into Saudi Arabia on two
prajects for more than $200 miifion. But
on one it it subtontractor to REDES and

€ONLIOrs.

The Philippine goverament has taken
seps o pnm'ou iy conractors more
competitively, In moves appareml
wraed on Korean success, hm
Ferdinand . Marcos in June, 1977, set
focth regulations o stimulate a0 “aggres-
sive™ overseas effon, o fix tax credits and
incentives, w X which
work abroad, and to “aveid ruinous
competition beiween [Filipino] contrac-
wors tngaged in oversems conetructies.”
An Oversess Conuruction Boced (0CS)
was established in the Presidem’s office.

But contractors say their government's
help stops short. A Philippine ?ouip\
Loan Guarantee Corp. backs
bank guarantees un to 70% in & form of
reinurance. “Why not 100%>" says a
Manila contractor. “That 30% coild
break your back.” - .

Two years ago, 23 companies joined
into the Filipino Contractors Tnternation-
al Corp. (FCIC) in an effort to emulate
Korea's KOCC. FCIC is supposed to desig-
nate which among lis members will
undertake a given job. It was to restrain
competition, but it do~sn't, according 10
sources in Manila. . .

Of 37 contractors certified by the Phil-
ippine Contractors Association to work
abroad and registered with acs, 11 have
Jobs overseas, mostly subxontracts.

Export sirategy. A government that
long had an aggressive “people expont™
policy tries now 10 push a “corporate
export strategy,” Jooking 10 add overhecad
and materials exports to the receipis of
foreign exchange from workers' remit-
ances. The goal for this year is over
one-nalf-billion dollars.

An Overscas Employment
ment Poard (0£os) formed in 1974
prome s the “people export™ program—
people are the Philippines’ fifth Jargest
export. ‘There ate 1.3 million Filipinos *
working in 102 countries today from
stevedores and domestic workers to nurses
and doctors.

In the Mideas: alone there are about
60,000. Over hall of those are in Saudi
Arabia, where they are mostly doing
construction or sievedoring. -

Against a vigorous past program of
encouraging the loreign hire of individual
workers, it-has been diflicult for Filipino
contractors to hold onto their good work-
ers. They have been reluctant to run
progeams 1o train new workers, a3 one
contractor put it, “for Jones, Sundt,
Nrown & KRoot, Bechiel or some
Korean.”

Now, enly contractors registered with
the Bureau of Employment Services may
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Per Capita Income: S143

Harcharan Singh Dugal, four-term
dent of the Builders Amociation of

. strengths and weaknesses of Indian
contractors in the Mideast:
“Indis enjoys good will in the Gull,
Emly for supporting displaced Palestin-
ns. . .. The Gulf

were once
ini d from Bombay. India has
traditio.al, historical and proximity ties.

contesied by Indian contractors a3 dimin-
ishing their main coinpetitive edge. Dou-
bling past rates, the new wages wonld put
Indians’ pay above Koreans®, according to
the conteactors protesting the move.
Indian manpower goes sbeoad in huge

India can export 1.5 million trained

gy

without hurting its home
economy. Engineers come at one-quarter
to one-third the ¢ost of U.S. or European
enginsers. . . . India can supply hard-

ware, sicel, plywood, tiles, plumb.ng.”
On the minus side, Dugal says Indian
;onnmclion “still has no successiul

ign competitors, exeept for special
hembs o Emphas Is will on laboe
intensive consteuction. . . . Time is
limited I we are to cash in on the Mideant
market.”

Alnost three years ago Dugal's i
(India"s version of the Assaciated Genernl
Comractors) arganized an Overseas Con-
strurtion Council (Oce), headyuartered in
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her or not [ndian construc-
4 Remi

This Asian country is supplying good
constsuction workers, but has not yet won
any econstruction contracts. However, it
shoulda't be long befoce it does.

The plancs heading west out of Bang-
kok can be as full of uniformed

in the Mideast, and they are mostly i
construction. Industry sources say over
1,000 workers Ry westward each month,
many who have been recruited by US.
companies. .

Last munth, following many months of
Az H (N d'h‘

tion s
from 3 million Indians abroad are a big
factor in improved bal

Thai Contrac-
tors Association incorparaicd a $5-million

d £/
Contractor Dugal in New Delhi sums
it up for India’s contractors: “The -
tunity is large; we have the skills; but the
competition is tough.”

Pakistan
FPopolation: 72.4 millinn
Comss Domestic Prvbuct: $11.5 billion
Per Capila Inanne: $149

For construction in Pakistan, overseas
means the Mideast, but it is still mouly
individual workers, and not so much
constructinn tors, that go abroad

L. organized %o undertake 350
million worth of work and sent a delega-
tion to the Mideast o look for jobs to

bid.

Thailand has the same sirength in
comstruction as the Philippines and
Korea, thanks 10 the presence of the
American military in years past.

To a significant extent, therelore, out
of Asia 1o compete In the Mideast come a
number of construction organizations, as
well ns jndividual workers, that were
given their starts by Americany.

They're a new powver 0 be reckoned
with in intecnational censtruction. L]



he past o y of

growth and the recent meteoric riss
in o prices have made the Third World
a more dispurate group of nations than
i ever. For many of them, the catchall ap-
| peliation of countries
1 {LDC3) bas tecome tod € at Jeast in-
. complets. Nwwbela:dhlifgsh\.n?o-

. come +d
, countries snd lsast-developed comtries;
, weialist 1DCs and neocapitalist LOCK
' nm;:d mlmg::cm ¢
. a; y muial.in'n; hjﬂ, af-
! fluent and eapitalistic countries as Sin-
| eapore, Taiwan, South Kovea sod Ma-
. laysia huve totally different problems and
! priorities from muay dirt poor and aw-
thoritarian African nations. Although the
LiXs presented a fagade of commonality
on the Dloar of the confercnce, their
hanaing int ‘wete obvious, Cails for
a new econornic order were often ignored
by the advanced.developing conntries.

and others {.ave moved toward mate re-
liance vn fres market ecooomics. A res-
olution ca'ling for the industrialized na-
tions to cancet (‘;’f suspend dchl:’of the
LDCS was quistly suppressed omse
of the capitalistic advanced-developing
coutries. Although the US had already
written off $300 million in debts owed by
13 of the poorest nations, ADCs like South
Korea, Singapore and Brazil have feared
that any further write-off would make
them appeat to be poor credit risks and
that international lenders might push up
interest rates or hold back on Ature lorns.

‘Thero have also bean socond thoughts
abuut 3 world commodity fund to sia-
bilize prices by buying when prices felt
and selling when they rose. Delegates of

women Bl water jugs
as the ADCs prospered they should not
least<dsveloping nations but should also
give up somse of the special tariff prel-
they receive from industrial
tries. Said one U.S. detegate about the con-
o “The sd d-developing n3-
tlons s0oncr Of Jater must recognize that

st preferential treatment for thermn would
mean more b:n.cnu_cmld be ;luud on

many commodity-| ueing LDCs argucd
that such a resnlution would help the de-
veloped countrics mors than the unde-
velope! Gecnuse some 6046 of all com-
moditics and rav’ materials originate in

tothe lenst-d P
The overall moud of the conference
wag disaprol t. K ly, wnost

t bicked a ution cutlling foe
substantially incrensed aid to the 30 poos-
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Economyf Business
-t of them arein Af-
rica and others incude Haitl, Executive View/Marshall Loeb
Lacs and Yemen. bed
conativute }."&".‘ ferthet division n“m.‘m
e = Her Hand s on the Future
that the rest of the world will
ve to address. » amumh-muunmmuuwmumw
ndmlhpdhlv.hnl unmn»mmmmr :
CouponCraze | itabimrowsom s wtomm: Sl i &
Up in the alr with half fare mequmnmw%mmumm

sirike. 8¢ on Unitec 's fresbte was matched
by Ametican Airlines. By the tims the
promotion ends, Uniied figures that both
altlines will have passed out morr than

Youngstown (agaia). Hmbur;hndbtck
to Cleveland to collect five coupons. Ads
offering 1op doliar brevéasuons lu\up

in
m to airpnm. and last wek the go~
ing pdetjump«l from $510520. The Fed-
Goverament, the state >f California
and many corporations have insisted that
Playes clip coug 10 Lheir exp

United claims hat totsl bookings rose

able 5

the grovnding ol the DC-10, United lost
23% of its available seats and Ameri
lost 25%. So far, none of their compet-
fiors have olfered similar  discounts,
though T\VA was embarrassed when the
New York Times ran an ad announciag
TWA'S hail-fare coupons, In fact, the ais-
lins had prepured the ad only us a con-
tinguncy messwwe. TWA quickly an-
sounced that (he ad was in error ecavss,
& spokesman sald hofilly, hali-fare cou-

. oul. Congress enactod them,
Unless a health insurance plan is enacted, she feely, the fast rises in Covern-

and Congress can changs them.

ment outlays are finished, “\Ve have built almast all of the interstate
MnmeanimmmmlMWMhh
ished, the pressucs 10 increass spending on schools is mostly over. The jumps in
Social Security taxes are likely to be much smatier. We are basically home free
unmmyeuzom.mmuby-mmmmnmm .
Soon the US. will stast enjoying some benebts from the slump in the binth
rate, which started 15 years ago. Says Riviin: "In the 19803 we are going to
m«,u-rmwmhmuhmnu&unmnmmmm

:
£
g
£
E
F
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cos containment will help, soms deregulation will help, strategios
plies will help." None of thess measures wiil be ensy to accomplish. Dut, Ri

points out, “nobody ever said lhlldcmorm:ymmy They only sald that il
wobumthnnnyahum Goemment.”

ponsare “crazy and yneconomical.” ®
5 .
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o APPEWDIX D . )
(] . . . e e .
Financing the big prejects L em
MAJOR PUBLICIZED SYNDICATED GUARANTEES ' S S :
. L — o . Amount .
Contractor R (million) Lend manapers Date
Koucan Consteuction Various Middle $100 Citicorp International Group  Mareh 1976
Industry Eastern projects - (Saudi Bank of Auwerica NT & SA
: 17 (sand-by riyal Manulacturers Hanover Trust
. e Incility) equivatent)  Bankers Trust
. X ' ' Chemical Rank
R .o , ’ DG Bank
" . . ’ - Fiest Intcenational Bancshares
Continental Flkcironics, Nodtheen stations radio SR129.) First Chicago Lud Awgust 1976
hdo El . teansmitting peaject for . L
. .' .. Saudi Arabian Minjstry .
e : of Information ) T .
|lyundai Conﬂwuvon Co  Jubail Harbour SR750 °  National Commercial Bank  December 1976
(Kocn) Industrial 1ort Project, . Bank of AmericaNT & SA
Lo Saudi Arabia ] o
Hyundai Cmnxlm.lmn © T New port at Ras Al Ghae SR233.3 Citicorp Inteenational Group  March 1977
Co (Kores) * o {Saudi Arabia) L. Natior:at Comazecial Bank
L Coan et e e et Westdeutsche Landesbank
Consolidated Contractors Extensions to University of SR206.7°  Arab Bank ' September 1977
(Lcbanon) Petroleum & Minerals, First Doston AG
L e e Dhahram, & construction . National Commercial Rank-
. - of water storage & " National Bank of Kuwait
- *.. distribution systems at . .
o ] . = . Medina, Saudi Arabia . . R -
‘Fallas a0 Groep " RSAF domesiic " SR1,675 Amsterdam-Rotterdam Bank  October 1977
(Ilotlan.: .. accommodation, o Algemene Bank Nederland :
R, Mudl Arabia LS. Citibank NA . o
. . ERTC Lt .+ Bankof AmcricaNT & SA :
Lockheed Corparation anus pm)ecls in " 850 Kredictbank, L bourg D ber 1977
(United States) ..+ Saudi Aradia © 0 (Saudi . . N
e . © (stand-by riyal :

lac:lny) . equiva

Pour desalmalbn SH376.8 Bank America International  December 1977
nts & power phant, . Group e -
‘Saline Water Conversion BCC) . .
- Corp, in Jeddah S ,- .a LELT
Telkfonakiicho! © Ak ic teleph SR946.8 Cihcorplnl:mﬂmlcroup )lmnry 1978
L M. l‘duwﬂ( weden) projeet, Saudi Arabia . © Skmndinaviska Enskilds Banken
e L Svenska Handclsbanken
NV, I'hilipa Automatic tciephone SR908.9 Amsterdam-Rotierdara Bank  January 1978
Co. L mg T projeet, Saudi Arabia } Algemene Bank Nederland .
HyundaiConstruction " Various projects © SR8 Citicorp laternationsl Group  Jaauary 1978
Co(Korea) . in Saudi Arabia : . Menufscturcrs Hanover Asia
[N ! P .. Morgan Guaraoty Trust
. -Westdeutsche Landesbank K
LS e . e -, QGlrozentrnle L
Lockheed Corporation  Activities in Saudi " BAN May 1978
(United States) . Arabia - © ' Alpement Rank Nedeeland - .
. R L. - <t " Bangue Navionakds Paris
Iyundai Canstruction Pw;rcu undmal:cn for $300 Citicorp International Group  June 1978
Co(Korea) : goverament ministrics DA Asia
L e and government.selated Chase Manhattaa Asia
. X . apencios . . © Manufoctners Hanover Asia
. : : - Morgan Guaranty Trust
L . [ R National Coninercial Hank
- . . L . »

Gull Jissling Survey Avgust 1978 83
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CITIDANK _ -
SEOUL, KOREA

ATTENTIONt K. So.LEE

CITIBANK NEW YORK ADVISES THAT YOU MIGHT BE ABLE.TO CONFIRM
DREAN GOVERNMENT GUARANTEE OF JUNE 1978 LETTER OF, CREDIT:
| SYNDICATION FOR If(UNDAL)' INC.. CAOUNT: 300 M{LLION U.S.:DOLLARS)

) PLEASE ADVISE AS SCON AS PossxaLz.
ESARDS, : I
csonsz E. STOCKTON, DIRECTOR OF INTERNATIONAL ‘CONSTRUCTION -
S50CIATED GENERAL CONTRACTORS OF AMERICA
VASHINGTON, DC
TUX 7109551134 AGC AGTN
JUNE 7, 1979

CITIBK K23293.e00
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CONSTRUCTION WEEK

Lobor shortages may fuei Inllation— 1 ey calls tor panel to riske—
Opcn shop contractors will have to increase their 1 y asked cavh lists last week to support cstab-
training programs 1o avoid labor shortages threatened by the ki of an indcpendent panel of scientific expens to

increasing amount of work now going opin shop, warns
Associated Builders and Contractors (ABC) president Joswph A.
Purton. He sar3 an ABC survey shows the

develop uniform natonal standards for testing, clansilying and
regulating mmcr-causmg materials, Jackson B. Browning,

i g«ung tight in most pans of the country s'honages could
P wage explosions and spur inflation, he warns.

Pet? tandards dolayod—-
The US.
release of the preliminary draft of energy perforrnance stane
dards for new buildings would again be delayed — perhaps to
mid-Novernber or later. The preliminary dmft was expreted
this week 30 public review could begin. It wis earlier planned
for August rel ihuted
[ J izational dnpule mlhm the depanmem
. »v‘ .
orean-American eonlronlnllon— :

‘Fraveling  Korean - contractors, vmun; at the Associated
Gereral Contractors of America (AcC) in Washington, D.C.,
123t week, expressed interest in joint venturing with Americans
abroad. They don’t sce’ themselves operating io the US. as
previously reported (ENR 10712 p. 3), but they wouldn't turn
down sny good deal. A pood deal in their vicw is a joint
venture that helps them qualify to bid a job or adds to their
wansgement and technology capability in doing the work. aGC
members expressed concern about lows of a Korean joint
venture partner precluded by his government from joining §
competition against a Kofean company bidding alone.

\

ent of Energy announced this week lhl'

covir I affairs di at Union Carbide Corp., New
York City, echoed the idea proposed earlicr this year by the
American Industrial Health Council. Both the public and
government regulators nced A more objective means of assess-
ing cancer 1isks, he says.

Westinghouse uygod to s-mo uranium duputo—-
A federal judge in Richmond, Va., has given Westinghouse
Electric Co., Pittsburgh, 45 days to setde out of court with
seven utilities for failing to deliver on uranium supply
contrarts. Otherwise, the firm must pay $2 billion in damages
awarded to the utilitis in Masch. Three utitities made
out-of-court deals with Westinghouse earlier this year; ore,
Houston Lighting & Power Co., recently agreed to a $350-
million settfement. Wcmnghoun says it should not have to
honor its contracts b an inter | cartel has pushed
up the puc- of unmum seven-fold. -

-

EPA bnh about Golden Fleacs aword— :

‘The Environmental Protection Azency (EPA) hai reccived Sen
William Proxmire’s (D-Wis.) Golden Flecce award for a
$68,000 study on how to prevent agriculrural runoff inte
streams from cow manure. EPA contends that manure is a
significant cause of nonpoint pollution. The study was intendcd
to determine the best methods for wiater storane of manre.

November 2, TTHyor-2vt Yo T NGrber of cpics prrinted this week 109,379

News
7 Washington observer
13 Caner's inflation plan draws fire
14 High interest rates may nip housing market
15 Parana diversion drama stafts at Itaipu -
15 Controversial $1-billion expressway finally cle-\red
16 Drought, special Azt help top out dam carly
16 Disney plans $500-million permanent expo
16 $110-million scheme to kick off 1.C. development
17 NRC eyes cracked A-plant reactor pipes ’
17 Natural gas line explosion kills six
17 “tva pits A-plant costs against allcm—mm
18 Designers take on ‘Gucler seas’
18 Inspectors to tighten rcins on nonfederal dam bmldmg
18 D.A. probes Philly water chiel’s myﬂ(y pact
19 Metrication repont .
19 Gym roof gocs up bucket by bucket
19 Cable corrasion forces bridze reconstrudtion
20 !lospital scandal hits conyressman
20 More Canadian pipelines
20 Cas line huilders may seck federal funds

Features
2t gty -back pantry erects 0.1t cantilcver
22 New York City gets high-strength conceete tower
23 halian bridge contractor fights peoblemy in Sudan
2% raus: How to back the *right’ candidates

COI‘IT ENTS

Managsment and [abor
62 Sct-asides under fire in nation's eourtrooms
64 Ovrrseas workers slated [or tax euts
G4 Sewerage projects bolster October plans
" 68 OSHA issucs vértical construction rulés
66 Leaner building projects challeoge manufacturers

Protiucts
28 Huge gradee lays up 5-ft berm
28 Light, versatile grader

Departments
5 To fill you in 56 Unit prica
1l Reader comnment 61 Scoreboard
33 Pulse - 88 Fditorials

3% Materials prices

. l

Pleture toediid L.

Cover, 24 wp-Willism Eluoa for ENR; 13 1op righ, uuh. B /
66-UPT; 17 huttum-Faul S. Conthin; 16 Mlm-(“l"';:‘.r Kavtre g ,
Priductions; 2 tops lelt-Jane U. Rippriesa for ENR; 62 /4
ENR.

Rk fsvnes of Frgineering News. lh«-d o
previous sie monthe. Semiannual indeses will be "‘“
News-Keewrd it aho indened in the Appht 5 T
Rertiness Perirdicate Index and the Enqnee”




APPENDIX P

(from The Wall Strecet Journal)
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fMideast by Use of

';@‘Bé'éomeMa]or Builder -

Skilled Mdnpou:ér .

ity
&t
By Lo Matusw: - i
Faerial 1o TRRWarL Sy nawy Jooneat,

S20UL~Sosth Kores, & country onc: o
Swidaind hat it was known as the “Hennit
Eoxdom,” has moved aggresively into the!
WidDe East ard estadlished ltsell as the
Sape wild-r for the region's newly rich

Qptalidry on the destre of Micdle East
=ors o overright toderlation, South
R construction companies this year a)-
TenGy vy secured bullding contracty vale
d a3 e equivalest of $2.2 billlon, often
Twatag X U3, coocerns for the jobs

e ttal cou'd spprosch §3 billloa Sy
yar-ed When, aceording Lo Deputy Prime
Sratre Namy Duicy Won, ahout 20,000 Jauth
EFrace wil be employed in the ddle
142K, taniayey an infustrial hazbor 0234 & na
inl‘x.n 2 Sauet! Arablay, @ shipyazd in Bah-
1T, pelle bousing i Itan and several
lh‘ <CMey projects hrougboul the Arva,

‘ 22 Kovean construction contpanies ar
& vert in 20 olur counlriss arousd the
l'\-u‘xt o, et they ure contentrating on
Sexs AraMa a7d ol.rr Persian Gulf atates,
, T t23008 aren't hard to fizure out.

~lo-cum ¢le 1o the world ba» as tuch |
zwy W spend on Industriallystion a the
GEit staten” rays one Soull Korean cone
Brion exec thve. “Add no one sise bs bure
Soed N sueh 3 laxy- lador force," be
aixa. I hone toumtrias had to depend os
Dy Owm worers, they’d never get any-
,Zory dora e
i - Somh Kisvs has talten advantage of the
tyrrg Jiddle Eax opovrtuaittes by ex.
h:’u:.v. e oes natursl resoures it has in
ta o asiled ¥ . Its growing
Aalr madoety have played 5 major rola tn
T czoadry’s Fecovery from the shoek of In-
Gers~d o} prices in 19731974, which Mt
i Zoxy liarw I3rd. The, constructios toamn
1378 Teizanl Saidh Korem reghemiolr ity Dridy

| Gepirnmd freetgn fesatves, finanes fta own
' toternal develop and pay Ity
Orrdservasiry oll hills,

Ti» exeocton compainles taat landted
S &%t Lew M0 Kast contracts tried to
€& o3 by reiying compl-taly on local l1a-
Sy R twy quicily discovered, the com-
A my, that the locals wers hard to
Wata asd it diea’t put In & full day's
e Carertly, the 28 South Korean com-
PG (rArg iainess In the Middla Hast ime
Tt Wl aneir workers . (rom. Kocas, even
Sreer 1t toemne evmcting - housing com-
37X S thert and Xreping tham supplisd
. m&_om ftams such as kimeh), &

| struction mindsiry ofticlal: “South Koreans

{devastation o? the Kocean war,

Bery pickied cabbage that i3 3 staple of the
South Kovean diet.

“Our workers are our best selling peint,”
boasta Park Moon Young, disector for over.
Sea3 <oOperstion {n the ministry of construe-
ton. “They'rs tough, they work hard and
they nmever pt ** Adds ther con-

intarvene at high diplomatis levels to ind L
- 'The government alse has turned se
military bases Into training conters for ¢

work a3 hard as the Amerfesns used 1o,
That L't surprising, becauss South Ko
Tead companies learned U.3. construction
techniques 20 years ago when, with U.8. aid,
Urey wery rabullding Uvelr country alter the

‘The hnet countries of the Middis East are
equally enlhuslasiic sooul Bouth Korean la-
bor. “They're the best workirs wa've ever
had hers,” says Yousul A. Shirawi, Hah.
rala’s ministar ot davelopment and Indusiry,
“They krow how to do & Job and they're
dotng It Lo . .

In fact, South Koresn duizance i+ nimost
lexandary throughout the Mideast. An Lra-
wlan vidcial once reportad, in disbaliat, that
South Horeans hired to uaclog the bLu y port
at Khorramshanr arvived st the fud alte at

11 atn. ard were at work Dy midafterncon

- Bhortly betors his death, King #a’sal also
became a devoles of Korean Jabor. Tha king.
‘was returning late at alght to Jidda and saw
& erew trorn the Samwhan Conatruction Co.

[Anlshing 3 road-Leautification projsct under

Coodlights. He suggested that the next con-
tract, too, go to Soith Koreans, and it did.

" Kay W. I0m, an otficial st the Korean
Foundation for Mlddle Xast Srudies, attrid-
utes. South Kores's success in the Arad
world: to the '‘complamantarity of re
amirees batween our edunlry and thae Middie
East. To be trani, all tiey have 19 An Invests
ment und from thelr ol 2ales. We're ro-l
ures poot, but wa do have the skilled man- |
power and the tecanclogy they lack. 13 was '
(S ¥ Colasideneer’ . i

Despits Mr, Klm's 81t s Sunil
HKorean penetration of the Middic Flast mar.
ket Ls hardly an acctdent, It {s the resuitot a
wellcoordinated nationwids drive, fully sup-
ported and genarously financed by the gav-
srmmant of I'resident Park Chung Hee, o
translorin South Korea Into & major over-
seus bulider, :

Undrr government suparvision, 28 Soutn
Korenn companles have jolned Korean
Overseas Comatruction Corp., ¥hich dia.
Penses lps on taW Drojscty In the Mid-
die Eaxt and sdvice about bidding uch-\

niques,

workers. It has even done much o
the recruttirg, oftering South iCorean mid
dlers an exipdischarge it thay aign up
the JUddle East. 5

At the manag level, eori
thores cre handisd hy the Korean Founds-|
tion tor Middle East Srudies, a thlix tank]
st up 11 mosths ago by President Patk,

,with 13 p ] stat? bers of Its

-oym ard 15 economists Jdralted under gove

* ernanent orders from Secul's leading basis. !

The South Korsan govemment has ample’
motives for promoting the conatruetion in-
dutry. The couniry desperately needs the
foreizn exchange to pay for ity davelopmant.
Pane and for ity whoping ol DMR, which
3uarsd trom $277 million I 1973 te Adout $1.8°
biilior this year. Bacause most of the con
stuciion contracts afe pald in U.8. dollar
or other hard currency, sven unprofitadl
ecntracts-there have been Jome—~can
substantially to the foreign-sachangzs

erreyna—




